INDEPENDENT OFFICES APPROPRIATIONS FOR 1953 


THURSDAY, APRIL 24, 1952 


Unirep STaTes SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Wash ington, ce) 

The subcommittee met at 10 a.m., pursuant to recess, in room F-37, 
the Capitol, Hon. Burnet R. Maybank (chairman of the subeommittee 
presiding. 

Present: Senators Maybank, Robertson, and Saltonstall. 

Senator MayBank. The meeting will come to order, please. 


FEDERAL POWER COMMISSION 
SALARIES AND EXPENSES 


STATEMENTS OF THOMAS C, BUCHANAN, CHAIRMAN; HARRING- 
TON WIMBERLY, COMMISSIONER; NELSON LEE SMITH, COM- 
MISSIONER; EARL F. SECHREST, BUDGET OFFICER; FREDERICK 
C. MOORE, ASSISTANT BUDGET OFFICER; CHARLES W. SMITH, 
CHIEF, BUREAU OF ACCOUNTS, FINANCE AND RATES; BRAD- 
FORD ROSS, GENERAL COUNSEL; FRANCIS L. ADAMS, CHIEF, 
BUREAU OF POWER; MARION F. HETHERINGTON, ASSISTANT 
CHIEF, BUREAU OF POWER; WILLIAM R. FARLEY, CHIEF, DIVI- 
SION OF LICENSED PROJECTS; AND JULIAN B. TURNER, CHIEF, 
DIVISION OF PERSONNEL AND ADMINISTRATIVE SERVICES 


RECOMMENDED ACTION ON HOUSE CUT 


Senator Maybank. Mr. Buchanan, will vou come up, sir? I do not 
think we will have many of the members of the subcommittee this 
morning because we have an Armed Services Committee meeting, 
and Senator Saltonstall, who‘is the ranking member of this commiitee 
will have to attend. 

Without objection, I will place in the record your letter to me under 
date of April 23, 1952, together with the justification for requested 
increases and amendments. 

(The letter and justification referred to follow :) 

FepeRAL PowrR COMMISSION, 
Washington, April 28, 1952. 
Hon. Burnet R. MayYRANkK, 
Chairman, Subcommittee in Charge of the 
Independent Offices Appropriation Bill, 1958, 
l'nited States Senate, Washington 25, D. C. 

Dear SENATOR Mayrank: In reply to your letter of Mareh 18, 1952, the 
Commission appreciates the opportunity to be heard by your subcommittee in 
support of full restoration of the amount by which the House reduced the 1953 
appropriation proposed by the President’s budget for the Federal Power Com- 
HuUSSIOn, 
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Enclosed are additional justifications, including changes requested by page and 
line, as requested in your letter. Such additional information as may be desired 
in connection with our request will, I am confident, be developed in tomorrow 
hearing. 

Respectfully yours, 
Tuomas C. BucHanan, Chairman. 

Enclosure. 


SALARIES AND EXPENSES 


(Estimate 1953, $4,540,000 (includes ‘‘Flood-control surveys’’); act 1952 
$4,005,325 (includes ‘‘Salaries and expenses,’’ $3,805,325, and ‘‘Flood-contr 
surveys,’ $200,000) ; supplementals pending total $325,600) 


(P. 14, lines 6, 7, and 9; p. 47, line 3; p. 63, lines 4 through 22; p. 66; p. 67 
lines 1 through 6) 


(1) Page 14, line 6, strike out ‘‘$180,000” and insert in lieu thereof $270,000” 
the estimate, or an increase of $90,000 in the limitation. 
(2) Page 14, line 7, strike out ‘‘one’’ and insert in lieu thereof ‘“two’’— -th: 
estimate, or an increase of one in the number of vehicles which may be purchase 
(3) Page 14, line 9, strike out $3,935,700" and insert in lieu ther 
$4 ,540,000'’—the estimate, or an increase of $604,300 in the appropriation. 

(4) Page 47, line 3, strike out ‘“‘thirty-five’ and insert ‘‘fifteen’’—a decrease of 
20 in the number of employees to be served by each personnel employee. 

(5) Page 63, lines 4 through 22, strike out section 401 in its entirety. 

(6) Page 66, and page 67, lines | through 6, strike out section 406 in its entiret, 

The following pertinent statements are included in House Report No. 1517 
relative to the appropriations for fiscal vear 1953: 


(3.2) 
“* * * In effecting this reduction the committee has required the absorp 
tion in 1953 of the full amount of funds requested to meet Pay Act increases fo: 
the fiscal year 1952, it has denied funds for new positions, and has, generall, 
effected a reduction of about one-third in the estimates for ‘Other obligation 
including such items as travel, communications, printing and binding, and 
forth, and excepting rents and utilities.”’ 


(P: 3) 


“The committee is convinced that there is serious abuse in connection with thy 
use of funds for travel. Many field visits can be avoided, and meetings of regions 
and other field personnel in the District of Columbia can be dispensed with, wit! 
out impairing the efflciency of the service. Strict supervision of travel author 
zations should be required by heads of agencies. To require economy in t! 
operating cost a limitation has been placed on each appropriation in the bill wh 
will effect a saving of one-third of the amount for this purpose submitted in t! 
budget estimates.” 

(P. 8) 


Qr 


“The committee has allowed $3,935,700 for salaries and expenses of this Com- 
mission which reflects a net reduction of $604,300 in the budget estimate. I: 
arriving at this reduction the committee has required absorption in 1953 of 1 
full amount of pay-act funds requested in 1952, it has denied a request for new 
positions totaling $126,000, and it has effected a substantial reduction in funds 
requested for ‘Other obligations.’ ’ 


Breakdown of restoration requested } 


Personal services _.... $441. 000 
Travel — 90. 000 
Transportation of things : , ae. 1. 000 
Communications services i ara ef) 9 333 
Printing and reproduction aoe Ee ae a 25. 767 
Other contractual services ee en eee eg ee ne 8. 533 
Supplies and materials 4 > € 0S AA Be 17. 334 
Equipment - - - raeea Oke Olas Oe wigan Coe CE Ce 10, 000 
Taxes and assessments eee eee tet ae et. we RE eee kL 1. 333 

Total__- ies eg eee gs Bee nD ne eee 604, 300 


! Based upon distribution of cut as indicated by House report. 
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FINANCIAL EFFECT OF HOUSE ACTION 


The House has voted $3,935,700 for the Commission for 1953, which is $604.300 
less than was requested in the President’s budget, and $395,225 less than funds 
expected to be available for the current vear, computed as follows: 


\ppropriated for 1952 $4. 325 
Supplementals pending for 1952 : 325, 600 


Total 
Recommended by House for 1953 


Reduction 


EFFECT ON MANPOWER 

Funds available for the current year are expected to yield 722 man-years of 
employment. The President’s budget provided for an increase of but 22 average 
positions, & most modest request in view of existing backlogs and prospective 
but uneontrollable new work in the budget vear. 

House action, however, not only would eliminate the small increase requested 

it would require a substantial reduetion of personnel from the inadequate 

952 level. 

Were dollar cuts applied as computed by the House committee, 
vailable for personal services would permit the employment of an average of 
63 persons. Compliance with the Jensen rider would then force attritional re- 
juction further to 597 which would become the employment ceiling. 

However, it would be entirely unrealistic to attempt to reduce all other items 
of expense, other than rents and utility services, by one-third. Since such items 
include many irreducible expenses, such as fixed communications charges, minimum 
stocks of common items, repairs to equipment, ete., it is unlikely that they could 
be reduced but slightly below current-year levels. Therefore, only 647 employé 

uuld be averaged with salary funds available, and operation of the Jensen rider 
would foree a further reduction to an ultimate level of 581. 

Thus, although the Congress authorized employment of 835 as late as 1949, 

Commission would have been forced to reduce authorized staff by 254 em- 
vees, or over 30 percent, in the short span of 4 vears, during which time there 
is been a consistent general increase in workload. 

he committee’s attention is invited to chart A, on the following page 

ws the downward trend in manpower during the postwar fiscal years 

hart B, following, which demonstrates the reasons for that trend, i. e., decre: 
propriations accompanied by rising salary costs. Were these factors : 

h concomitant decreases in workload, there would be no cause 

rtunately, however, that the reverse i ie ‘asily demonstrable 


EFFECTS ON PROGRAM GENERALI 
Since the programs contemplated by the President’s budget » already 
mmed to rock bottom, and would barely permit of the conduct of only the bare 
mum essential activities required by law, the further reduction proposed by 
House would have drastic and far-reaching consequences. 
It is desired to reemphasize the fact that the Commission lacks the latitude for 
fting emphasis on programs which characterizes some of the larger agencies, 
en With an appropriation in the full amount requested, the Commission cannot 
cate to any given activity the funds and staff necessary to place it, and main 
it, On a current basis without further reducing, or even eliminating, one or 
other functions which have been prescribed by the Congress Moreover, 
great bulk of the Commission workload comes to it in the form of applica- 
ns, petitions, and complaints which require the Commission to take actior 
ne of these actions have statutory time limitations. 
The reductions proposed by the House can only result in vastly increased 
klogs, inadequate service to the public and to the utilities regulated, and/or 
avoidable elimination of activities with which the Commission has been charged 
law, 
Chere follow brief descriptions of the effect of the House action on some of the 
re important activities of the Commission. It should be noted, however, that 
he exclusion of any given activity from this discussion should not be interpreted 
meaning that it would not be affected by the House cut. As a matter of fact, 
ery activity of the Commission would necessarily be affected, in varying degrees. 


95711—532 23 
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CHART A 








Federal Power Commission 


Trend of Average Employment in Post War Years 
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GAS AND ELECTRIC RATE INCREASE CASES 


A most serious situation is facing the Commission in connection with applica- 
tions from gas and electric companies for increases in wholesale prices of gas and 
electricity. The flood of rate-inerease applications began in fiscal years 1950 and 
1951 when a total of 12 applications increasing rates $31,021,000 were filed. 
During the current fiscal year 17 applications for $93,967,000 have been filed, 
and it is certain that at least two more aggregating some $46,000,000 will be filed 
during the last 3 months of the year. Indications are that further applications 
for large increases will be filed next fiscal year. One involving $20,000,000 has 
already been brought to the Commission’s attention. 

Prior to fiscal 1950, rate-increase applications averaged about $1,000,000 a year 
and most of the Commission’s small rate staff was assigned to investigations 
looking toward rate decreases. The staff was not designed to deal with the 
unprecedented number of rate-increase cases. In order to meet the situation as 
expeditiously and efficiently as possible, since it is required by statute to give 
priority to processing suspended rate increases, the Commission to the greatest 
extent feasible transferred to rate-increase work qualified legal, accounting, and 
engineering personnel. Thus by such transfers, the manpower available for 
rate-case work was increased by about 40 percent over a 2-vear period. The staff 
requested for rate-case work for fiscal vear 1953 is 131. Even with the increased 
rate staff in 1952, it has been impossible to assign staff to all applications, with the 
result that companies have had to wait in line to have their cases processed, and 
in several instanees have filed for the second and third increase before the first 
case was decided. As will be seen from chart C a large backlog of rate-increase 
work has accumulated. I[t is estimated that at the close of fiscal 1952, 23 cases 
involving over $130,000,000 of rate increases will be pending. 

Financial integrity of the natural gas and electric companies, and their ability 
to render adequate service, depend to a large degree upon the granting of warranted 
rate increases. At the same time, consumers’ interests must be carefully and fairly 
protected by assuring that only warranted increases are granted and by preventing 
undue enrichment of stockholders at the expense of consumers. 

Delay in action on rate-inerease applications is particularly unfortunate becaus« 
the utility has the option of placing the rate increase in effect on the conditional 
basis that it later refund any part of the increase not found to be justified. As a 
result, many millions of dollars are now being collected, of which the ultimate 
disposition is uncertain, The conditional nature of the higher rate collected under 
bond places the customers (which are other utilities, since the Commission’ 
jurisdiction covers sales by one utility to another) in a position of not knowing 
definitely their own cost of gas or eleetricitv and, therefore, whether or not they 
should revise their own rates. In the event the final decision of the Commission 
requires the refund of part of the increase collected, further problems arise becauss 
the refund process is extremely complex and costly 

Chere exists a serious question as to whether the staff which the Commission 
now has available for rate case work is adequate to provide the publie the pro- 
tection to which it is entitled. In nearly every case it is found that the com- 
panies are represented by a number of high-priced legal and technical experts 
while the Commission staff is usually represented by a single attorney and a 
few technical assistants. most of whom must divide their time among several 
different rate cases and can devote onlv a small amount of time to the trial of 
a particular ease. Thus, the inadequate staff of the Commission, which has a 
responsibility. of protecting the public, contrasts with the almost unlimited 
resources at the control of the company’s management for advancement of 
stockholders’ interests, with company expenditures paid in the long run by the 
consumers themselves. 


CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 


The Commission is required to issue certificates of publie convenience and 
necessity to qualified applicants for authoritv to own, operate, construct, acquire, 
or abandon natural-gas interstate transmission facilities, or for the sale or trans- 
portation of natural gas in interstate commerce. In addition the Commission 
is charged with the responsibilitv for the issuance of permits to export and import 
natural gas. Since the end of the war, the Commission has received a tremendous 
number of applications for certifiestes. As shown bv chart D, the number of 
applications filed in 1951 is double the number filed in 1947. The Commission 
was able to process such applications so as to effect a reduction in the backlog 
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CHART C 
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Cuart D 
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of applications through the year 1949. But since that time the number of appli- 
cations has grown to such an extent that a backlog has been steadily accumulating 
from a low of 65 eases in fiscal vear 1949 to an estimated 182 cases at the close 
of the current fiscal year. <A further inerease in the backlog is anticipated for 
the fiscal year 1953 based upon the manpower available as approved in the 
President’s budget. 

The large inerease in the number of applications filed in fiscal year 1951 was due 
to the desire of the companies to secure authorization for projects so that the neces- 
sary steel pipe could be secured in advance of threatened shortages. The effect 
of accelerated construction and the subsequent shortage of steel is reflected in the 
estimated reduction in number of applications filed in the current fiscal year. It 
was believed earlier that the steel shortage would extend through the fiseal year 
1953, which would tend to hold down the number of applications for certificates 
in that fiseal year. Present indications are, however, that a much larger supply of 
steel will be available and, therefore, it is probable that pipeline companies will 
take advantage of this situation and request authorization to construct additional 
facilities to meet the great demand for natural gas. 


COURT LITIGATION 


The Commission has no control over the number of its decisions that are ap- 
pealed to the courts. The great increase in this type of work is indicative of the 
growing importance and complexity of cases before the Commission and shown by 
chart E, which indicates the number of petitions for review or other initial plead- 
ings in cases filed during the past several fiscal years. The chart also shows that 
more eases have been initiated during the present fiscal vear than were during the 
whole of fiseal 1951. The significance of the workload figures is much greater in 
view of the fact that the legal staff of the Commission has declined during these 
vears of increasing workload. Furthermore, the probable court review of many 
of the rate increase cases referred to above not only will preclude any lessening of 
this burden but undoubtedly will make it heavier. All of which indicates that 
unless the Commission’s legal staff can be maintained at the level requested in the 
President’s budget it will be difficult, if not impossible, to properly perform the 
duties required of it in the administration of the Federal Power and Natural Gas 
Acts. 

CHART E 


Federal Power Commission 


Manpower in Bureau of Law Compared with Petitions 
for Review and Other Initial Pleadings 
in Court Cases 





6 ' — T a a 
| Monpower / 
(Lett Scote) / Budget 
60} 4 25 
a“ 
— 
we 


—— ad 


4 HR-7072 


wn 
o 


Petitions Filed 


S 
S 


a } 


sr Petitions Filed | | 
a (Right Scale) | 


w 
°o 
| 
} 
' 
3 
Number of 


Monpower Availoble- Bureau of Law 


nN 
oO 
| 
} 

an 





| 
i 
| 
10‘ pn — RRR SRS —_ oe - 
1947 1948 1949 1950 195! 1952 1953 
Fiscol Yeors 








INDEPENDENT OFFICES APPROPRIATIONS, 1953 


LICENSING OF NON-FEDERAL HYDROELECTRIC PROJECTS 


The Commission is authorized to issue preliminary permits and licenses for 
water-power projects affecting lands of the United States or waters over which 
Congress has jurisdiction, and to investigate proposed and existing water-power 
projects to determine whether they are subject to the act and thus required to 
ecure a Federal license authorizing their operation. 

The Commission has no control over the volume of this work, but expeditious 
handling of applications is very important, particularly where new generating 
capacity is involved which would add to the Nation’s urgently needed power 
supply. 

Generating capacity involved in pending applications increased from about 
},500,000 kilowatts to 5,000,000 kilowatts between 1948 and 1951. Capacity 
covered by applications filed in fiscal year 1948 was about 970,000 kilowatts, 
und in fiscal vear 1951 was about 2,300,000 kilowatts. Construction of about 
1,200,000 kilowatts of new capacity costing more than $220,000,000 was author- 
ized in fiscal year 1951. In spite of the increase in the volume and importance 
if this activity, the personnel available for it in fiscal year 1951 was 10 percent 
ess than in fiseal year 1949, and the personnel available for this activitv in 1952 
is only about 94 percent of that of 1949. The result is that this activity and 
‘thers, in connection with which licensees pay annual charges of over $600,000 

the Government as reimbursement of the cost of administration, are pro- 
ceeding at a lagging rate and accumulating an undesirable backlog. 

Following the issuance of licenses, the construction of projects must be super- 
vised to insure that approved plans are followed and that safe and adequate 
structures will result. Following completion of construction, the operation and 
maintenance of licensed projects must. be supervised to insure that the projects 
are operated safely and efficiently and that the terms of the license are complied 
with to protect Federal and public interests. Past experience has proved the 
importance of field inspections. Inspections of operating projects have uncovered 
incipient conditions which indicated doubtful safety and caused the Commission 
to require special maintenance work and to prescribe special operating rules for 
the protection of life, health, and property. In fiseal year 1949, 97 major projects 
had been assigned to Commission regional offices for supervision of construction 

operation, and in fiscal year 1951 the number had risen to 200. This inerease 
resulted largely from a transfer of operating projects from the Forest Service, 

hich had acted as the Commission’s field agent for certain projects, but which 
no longer had funds available for this work. During fiscal vear 1949, the Com- 
nission had 13 man-years available for this activity, but in fiscal year 1951 had 
nly 8.8 man-years, although the workload had doubled. 

lhe Commission is required in the publie interest to license hydroelectric 
projects where jurisdiction is conferred by the Federal Power Act. There are at 
east 182 projects of fairly substantial size, with a total combined installation of 
ver 3,000,000 horsepower whicb, from preliminary examinations already made, 
ippear to be operating without requisite Federal authority. However, final 
letermination of the status of these projects requires evidential information as to 

ie navigability of the stream involved and as to the possibility of an effect on the 

terests of interstate or foreign commerce. During the last 2 years it has been 
possible, because of depletions in staff, to carry on the necessary investigations 

)any significant extent. The licensing of such projects would add substantially 

the revenues under the Federal Power Act through payments of annual charges 

ler the licenses. For instance, an analysis of six typical cases shows that had 
ese projects been brought under license by such investigations, charges totaling 
out $2,000,000 would by now have been paid into the Treasury of the United 


States 


In fiscal year 1949, 7.4 man-years were available for this activity, but in fiscal 
‘ar 1951 the time spent on it dropped to 4.3 man-vears, and manpower available 
r this activity in fiscal year 1952 has been less than in 1951. 

While the number of applications filed per vear has remained at about the same 
vel since fiscal vear 1948, the generating capacity and investments involved have 
loubled. Inerease in several elements of the licensing activity is shown graphic- 
ly on chart F attached. It is obvious that any reduction in the 1953 request 
uld be extremely serious in the face of the greatly increased work. 
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LICENSED PROJECT COST CASES 


The Federal Power Act requires the Commission to determine the actual 
legitimate cost of major hydroelectric projects licensed by the Commission. The 
determination of initial investment in the project and the cost of changes in 
plant subsequent to the initial determination are certified to the Secretary of the 
freasury for use should the Government exercise its option to acquire the project 
at the expiration of the license period under stated conditions. The initial deter- 
minations of cost also are the initial basis for future depreciation charges and earn- 
ings, both of which are important factors for rate making and acquisition purposes. 

While the number of projects coming under license has increased rapidly durin 
the past several years, the manpower available to the Commission for license¢ 
project cost determinations has steadily decreased. As a result, the number of 
cases awaiting determination has increased from 70 at the beginning of fiscal vear 
1950 to an estimated 106 at the close of fiscal year 1952, and 117 at the close of 
fiscal vear 1953 if there is no reduction in the President’s budget. Chart G 
graphically illustrates the situation concerning this statutory duty of the Commis- 
sion. Available manpower has shrunk from 37.4 man-yvyears in fiscal vear 1947 to 
7.6 man-years in 1952 

Because of the current construction program and the number of applications 
pending for licenses it is certain that the future will witness a further accumul: 
tion of backlogs in this work unless the Commission’s staff is augmented s 
stantially. 

In addition to initial determinations of cost the act also requires the Com- 
mission to determine the cost of additions and retirements and amounts to be 
included in the amortization reserve after the first 20 vears of operation under 
license. Although the Commission has made determinations of the initial invest- 


y 
} 
i 


ment for 113 licenses, it has made determinations of the cost of additions and 
retirements for certain periods in only about 40 cases. This particular work is 
badly in arrears. There are about 80 licensed projects which have passed the 
20-vear period, but the Commission’s determination of amounts to be included 
in the amortization reserve has been made in only one case, which is now in the 
courts. While it was contemplated that 8.1 man-vears would be available for 
his work in fiscal vear 1952, it was found necessary, because of the press of gas 
rate case work, to transfer most of the accounting staff to the latter activity with 
he result that barely more than 1 man-year will have been devoted to amorti- 
ition reserve work in fiscal vear 1952. 


ELECTRIC POWER REQUIREMENTS AND SUPPLY 


The Federal Power Act specifically directs that current information be 
regarding the generation, transmission, distribution, and sale of electric energ 
and analvses be made as to the relationship of such information to 
levelopment of industry, commerce, and the national defense. Throug! 
til ling *work in this field the Commission has become recognized as 
authority on power requirements and supply matters. The Commiss 
requirements and supply studies are required in the performance of 
-day work, and in fulfilling its recognized function as an advis 

other Federal agencies on electric power matters 

During fiscal year 1953 the need for the full amount 
29.8 man-vears for essential up-to-date power requirem 

mn will be even more urgent than was apparent when original] 

lue to the greater increase in electric loads than was ex 
prospective tight power situation throughout most of the Nation. New defense 
loads now coming to the Commission’s attention will cause the power supply 
situation to become critical in many regions. Consequently, the Commission 

ll be called upon to undertake an increasing number of power studies for con- 
gressional committees, the Bureau of the Budget, defense agencies, and particu- 
larly the Defense Electric Power Administration pursuant to its agreement with 
that ageney. If the cut by the House of Representatives should stand, it would 
esult in seriously impairing the ability of the Commission to provide the necessary 

rvices to those bodies. 

The Commission is authorized and directed by the Federal Power Act to make 

terconnection and coordination studies of electric systems for the purpose of 
issuring an abundant supply of electric energy throughout the United States, 
and has broad authority for dealing with emergency conditions in the supply of 


power under stated conditions, and may order such temporary connection of 
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facilities and such generation, delivery, interchange, or transmission of electric 
energy as in its judgment will best meet the situation and serve the public interest. 

For fiscal year 1953, request for $65,226 and 10 man-years, about 30 percent 
less than for 1952, was made on the assumption that the power supply situation 
would be improved. Recent discussions with Defense Electric Power Adminis- 
tration disclose, however, that an increasing number of interconnection and 
coordination studies will be required because of the prospective worsening of the 
power supply situation, Any reduction in funds for this work could aggravate 
he power situation as a result of delays in the Commission’s performance of 
interconnection work, 


INVESTIGATIONS RELATING TO FEDERAL RIVER DEVELOPMENT PROJECTS 


The construction agencies (Corps of Engineers and Bureau of Reclamation) 

make surveys of reservoir areas, make foundation explorations at dam sites, 
estimate costs of land acquisition, make detailed designs and prepare detailed 
specifications, engage in construction work and operational activities, and perform 
those many other detail operations necessary as part of their construction and 
operating responsibilities in connection with Federal projects. The Commission’s 
staff does not engage in any of these activities, and hence does not in any way 
luplicate the work of the construction agencies. 
In contrast, the activities and responsibilities of the Commission in the field 
ff Federal river basin development can be more accurately defined as being of an 
advisory and consultative character, directed almost entirely to the hydroelectric 
possibilities in river development programs undertaken primarily for other major 
purposes, It is because of this fact that the Commission has been able to pertorm 
this funetion with a very small staff which is outnumbered from 100 to 200 to I 
by the technical staffs in the two agencies with which it principally cooperates. 
lhis service which the Commission performs is not only of value to these agencies 
but, very importantly, to the Bureau of the Budget and the Congress which have 
looked to the Commission for the objective advice of a qualified, nonconstructing 
and nonoperating agency. 

The reduction by the House in the Commission’s 1953 budget estimate would 
ecessarily cause a reduction in the funds available for activities relating to Federal 

ver-development programs. Any such reduction in funds would materially 

luce the effectiveness of the Commission’s advisory and consulting services to 
he construction agencies and to the Bureau of the Budget and Congress. Thi 
of the Commission on the Arkansas-White-Red Basin Interageney Com- 
‘and on the New England-New York Interagency Committee would suffer 
greatly as to effectiveness and as to time of completion. Both committees are 
working under stepped-up schedules and hope to accelerate them even further in 
1953 in order to meet the completion date in 1954. The Commission has been 
ven a most important responsibility in the work of these committees in that it 
has been assigned the chairmanship and coordination responsibility for all power 
idies, as well as being called upon to provide representation on other related 

vorking groups. 

TRAVEL EXPENSES 


For the current fiscal year travel expenses will be limited to $259,000 ($240,000 
limitation on appropriated “Salaries and expenses’’ funds, $7,000 limitation on 
appropriated ‘‘Flood-control surveys” funds, and $12,000 in pending supple- 
mental). For the budget vear $270,000 was requested for travel, or an increase 
in limitation of only $11,000. 

Most of the Commission’s expenditures for travel cover the cost of transporta- 
tion and per diem for accountants and engineers who are in continuous travel 
tatus throughout the year. Approximately 100 employees currently are in this 

ategory. These employees are sent from the offices of one utility to another, 
examining their books, accounts, and records in connection with rate cases, appli- 
cations for certificates of convenience and necessity, and compliance with uniform 
ystems of accounts. 

In addition to the field staff in constant travel status, trips by supervisors from 
e Washington headquarters to the sites of field investigations are necessary. 
On oceasion, also, key staff members must be ordered in to Washington to testify 

hearings. Such field investigations, supervisory travel, and travel incident to 

earings account for about 85 percent of all travel expenditures. 

If travel funds are reduced the Commission will be unable properly to protect 

he consumers from exorbitant rates or to carry out properly other prescribed 
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functions. Rate proceedings, for example, cannot properly be conducted without 
the analyses and studies performed in the field, and, without the information thus 
adduced, the Commission must perforce accept the assertions of the companies, 
with the result that millions of dollars may be added unjustifiably to the bills of 
consumers. 

The value of field investigations recently was demonstrated in one case wherein 
a gas company, following the Commission’s staff investigation, voluntarily reduced 
its claimed increase by $7,200,000. Thus, in but one case the annual rate of saving 
to consumers was over 26 times what is requested for travel in 1953. 

A smaller proportion of the Commission’s travel funds is devoted to travel of 
attorneys to hearings or court cases in the field, travel of hearing examiners on 
infrequent occasions, and travel of engineers to inspect licensed projects, and to 
meet with representatives of other Federal agencies and States on interagency 
power and flood-control problems. 

It. is desired to emphasize that the Commission is most careful in the use of 
travel funds. For example, although it could pay $9 per diem in lieu of sub- 
sistence without limitation as to number of days, the Commission policy pro- 
vides for $9 for each of the first 15 days at any temporary duty station, $7.50 
for the second 15 days, and $5 per day thereafter. Furthermore, all requests 
for travel originating in Washington (over 90 percent of the total) are reviewed 
by bureau chiefs and then the Chairman before travel orders are issued, in order 
to insure that only essential travel is performed. 

The Commission is aware of no abuses in the use of travel funds such as have 
been alleged by the House committee. However, it is felt that if they exist they 
should be dealt with where they exist, rather than by cutting by one-third the 
travel funds of all agencies, including those which conserve travel funds to the 
maximum extent, as does the Commission. 


RATIO OF PERSONNEL EMPLOYEES TO TOTAL STAFF 


Section 108 would impose a limitation of one personnel employee to every 135 
total employees. The present ratio is one to 115. 

Under the existing ratio it has already been necessary to limit the classification 
program so that complete service required by Publie Law 429 and Civil Service 
Commission regulations is not possible. It has also been necessary to curtail 
recruitment and employee relations services to some extent. In addition, section 
1310 of the Supplemental Act of 1952 requires additional personnel work not 
previously performed by the agency. 

If some such ratio is to be prescribed, certainly it should be no more restrictive 
than at present, if even minimum standards are to be maintained in the perform- 
ance of personnel work. 

ANNUAL LEAVE 


Section 401 would require that an employee use by June 30 of the following vear 
all annual leave which accrues to him in a given calendar vear. 

With respect to one-third of the Commission’s emplovees, this provision would 
be meaningless because they already have maximum accumulations of leave under 
existing law (i. e., from 60 to 90 days maximum earry-over at the end of the 
calendar vear 

With respect to the other two-thirds of its staff, this provision poses definite 
operating and morale problems. It requires that the agency “afford an opportu- 
nity for officers and emplovees to use the annual leave.”’ Thus, if in early June the 
engineers, accountants, lawyers, and examiners concerned with important rate 
proceedings, for example, must use or lose 20 to 26 davs’ annual leave, the Com- 
mission must cancel or defer the proceedings in order to permit the staff members 
to take leave, which otherwise they might have taken in the succeeding fiscal year 
when the proceedings had been concluded. 

(nd certainly it is not equitable to deny to two employees the right to accumu- 
late leave to the extent of the currently legal maximum that a third employee has 
been permitted to attain. Certainly, Too, such action, so close behind legislation 
which supposedly placed the leave system on an equitable basis from the stand- 
point of both the Government and its employees, could only be regarded as 
unnecessary. 

It is urged that section 401 be eliminated. 
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THE ‘JENSEN RIDER” 


Section 406 of the bill, known as the Jensen rider, would prohibit the Commis- 
sion filling more than one out of each four vacancies which might occur until 
personnel had been reduced to 90 percent of the number which are provided for 
in the act. 

The consequences of even the dollar cut made by the House have been pointed 
out. The imposition of an additional 10 percent cut in staff by operation of the 
Jensen rider would, in truth and in fact, reduce the Commission to impotence 
with respect to many functions prescribed by law. 

Couched in terms of percentages, and when applied to agencies employing 
thousands, a cut in staff of 10 to 20 percent undoubtedly has a certain appeal 
and it may be felt such cuts can be sustained without distress. However, it 
should be obvious that the difference of 163 emplovees between the 744 requested 
and the 581 which would become ceiling after application of the Jensen rider to 
the reduced appropriation, can effectively cripple a small agency, dealing wholly 
with highly technical matters, such as the Federal Power Commission. 

In addition to the valid objections to such a drastie reduction in staff numeri- 
cally, there are other persuasive reasons for elimination of the rider. One is the 
possible effeet upon limited staffs of employees of a given type. For example, if 
three of the Commission’s eight hearing examiners were to be lost within a short 
period (as did occur last year) they could not be replaced, except from within 
until nine more vacancies oceurred. In the meantime five examiners would bi 
faced with a workload which is now considered too great even for the eight. 
Similarly, the effeet on our accounting, engineering, and legal staffs could be most 
disastrous. Furthermore, operation of the rider could well lead to impractical 
imbalance among clerical, service, and technical elements of the staff. 

Finally, but no less important, is the adverse effect upon morale. Employees 
and units carrying a load greater than should be expected at present certainly 
would feel let down knowing that little or no relief is in sight when their fellow 
employees resign or transfer out. There certainly would be much less incentive 
for so many emplovees faithfully to work uncompensated overtime and to sacrifice 
annual leave as they have done in the past and are doing at present. 


1958 BUDGET REQUEST 


Senator MaysBank. Do vou have a prepared statement? 

Mr. Bucuanan. I do not have a prepared statement. I am just 
going to highlight the justification. 

Senator MayBank. What was the amount vou asked the Budget 
for? 

Mr. Bucuanan. We asked the Budget for $4,740,000. 

Senator MayBpank. You asked the Budget for $4,740,000, they gave 
you $4,540,000, and the House redueed vou to 

Mr. BucHANAN. $3,935,700. 

Senator MAYBANK. For the record, will you put the total amount 
of restoration requested? 


RESTORATION REQUESTED 


Mr. Bucuanan. We are asking for the total of the President's 
budget, $4,540,000. 

Senator MayBank. In other words, vou are asking for the complete 
restoration of $604,300? 

Mr. BucHanan. That is correct. 

Senator MayBank. You may go ahead. 

Mr. Bucnanan. I would like to point out first of all just what the 
House cut has done to the budget and the effect of it on our staff. 
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ABSORPTION OF PAY INCREASES 


First of all, the House Committee required the absorption in 1953 
of the full amount of funds requested to meet the Pay Act increases 
in the fiscal year 1952. It also denied funds for new positions. It 
effected a reduction of about one-third in the estimates for other 
obligations, including such items as travel, communication, printing 
and binding, and so forth. It called attention to what is described as 
serious abuse in connection with use of funds for travel. And it noted 
that field visits can be avoided and meetings of regional and other 
field personnel in the District of Columbia can be dispensed with 
without impairing efficiency and recommended strict. supervision of 
travel, and the bill which they passed would effect a saving of one- 
third the amount for this purpose, as submitted in the budget esti- 
mates. 

The committee allowed $3,935,700 for salaries and expenses of the 
Commission, a net reduction of $604,300. 

Senator MayBank. How does that compare with what you had 
last year? 

Mr. Bucuanan. That amount is $395,225 less than the funds that 
we anticipate during the current fiscal vear. 


5 7 


PERSONNEL 


Senator SALTONSTALL. How many positions will that cut off from 
what vou are working on now? 

Mr. BucHanan. Our present personnel situation is about 694 posi 
tions. The funds available for the current vear are expected to vield 
722 man-years of emplovment. We are not up to that level. The 
President’s budget for fiscal 1953 provided for an increase of 22 aver 
age positions. That was a modest request in view of the existing 
backlogs and the uncontrollable new work which is coming in to us 

The House action would require a substantial reduction of personne! 
from the inadequate 1952 level. 

Senator SALTONSTALL. How many? 

Mr. Bucwanan. Here is what it does: Were dollar cuts applied as 
computed by the House committee, the funds available for persona 
services would permit the employment of an average of 663 persons 

Senator SALTONSTALL, That would be a drop from 692, did vou sa 

Mr. BUCHANAN. a Is a 722. 

Senator SALTONST. To what? 


JENSEN AMENDMENT 


Mr. Bucuanan. To 663. Then the Jensen rider on top of that 
would force additional reduction further to 597, which would become 
the employment ceiling. 

Senator MayBpank. That would be approximately 125? 

Mr. BucHanan. That would be approximately 125. 

Senator Maypank. Are you asking for more this year? 

Mr. Bucuanan. We are asking for 22 more positions than we had 
last year. It really balances out to the same level. 1 want to point 
out why we are asking for that. 
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HOUSE COMMITTEE REPORT 


Senator Ropertson. Suppose I put in the record this brief para- 
graph in the committee report: 

The committee has allowed $3,935,700 for salaries and expenses of this com- 
mission, which reflects a net reduction of $604,300 in the budget estimate. In 
arriving at this reduction the committee has required absorption in 1953 of the 
full amount of Pay Act funds requested in 1952, it has denied a request for new 
positions totaling $126,000, and it has effected a substantial reduction in funds 
requested for “Other obligations.” 


Senator MAayBank. Proceed, Mr. Buchanan. 


FIXED OBLIGATIONS 


Mr. Bucuanan. Regardless of this impossible picture, to us, regard- 
ng the personnel situation, it would be entirely unrealistic, going to 
what you have just read, Senator, to attempt to reduce all other 
tems of expense other than rents and utility services by one-third. 
Since such items include many irreducible expenses such as -fixed 
communications charges, minimum stocks of common items, repairs 
io equipment, and so forth, it is unlikely, really impossible, that 
they could be reduced but slightly below the current yvear—it just can- 
not be done—and vet maintain anything but a skeleton of require- 
ments for our statutory obligations. 

As a matter of fact, only 647 employees—Senator Saltonstall, this 
goes again to the personnel—could be averaged with salary funds 
available, and operation of the Jensen rider would force a further 
reduction to an ultimate level of 581. 


Senator SALToNnsTALL. The Jensen amendment would only apply 

some of that 647 resigned. 

Mr. Bucuanan. That is right. I will give vou an illustration of 
how it would affect us later on. 


Nore.—See paragraph on the “Jensen rider’ in the written justification 
iserted in the record at p. 363. 

In 1949 we had a personnel of 835, and under this action the Com- 
mission would have been forced to reduce authorized staff by 254 
employees from that 1949 level, or over 30 percent in the short span 
of 4 years. If vou have the justification in front of you, it is illustrated 
ery clearly in charts A and B just how this thing works with 1 
hese charts demonstrate that 
(rimmed to rock bottom. 

Senator Maysank. Do you have any more work to do this vear 
than you had last vear? 

Mr. BucHaNnan. We certainly have. 


1S. 


the President’s budget was already 


WORKLOAD 


Senator MaysBank. For the record, will vou state why that is? 
Do these gas lines that you have some hearings on give you additional 
work? 

Mr. Bucuanan. First of all, in the past we have been dealing with 
rate decreases. Of course in this spiral we are dealing now with 
rate increases. In 1950 and 1951 combined there were a total of 12 
upplications increasing rates, $31 million. During the current fiscal 
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vear alone, 17 applications for $93,967,000 have been filed, and it is 
certain that at least two more applications will be filed before the end 
of this fiscal year, which will increase that amount by $46 million. 

The indications are and we already are on notice to the effect that 
additional applications will be filed shortly after the beginning of the 
new fiscal vear totaling $20 million. 

Senator Rornerrson. What is vour function in_ flood-control 
surveys? 

Mr. Bucuanan. If I may hit that a little bit later on, Senator, I 
would like to finish with this. 

Now, that is only the rate side. That has meant a shifting of per- 
sonnel from some other matters that we can cut down on, such as cost 
determinations, and whatnot, and we have built up that staff as much 
as we can, but it has not been sufficient to meet the workload that we 
really have with us now. 


CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 


In addition to that, we have the applications for certificates of pub- 
lic convenience and necessity. Those are the applications to con- 
struct long gas lines from the southwestern area into the northern part 
of the country and the southern part of the country. 

Senator Mayr ANK. Is there much more work in that now than 
there was last vear 

Mr. BucHaNnan. dineviabialy sO. 

Senator Mayrnank. It is not so surprising to me, because everybody 
wants to have a hearing on a gas line. 

Mr. Bucuanan. I think we are dealing with vour own area right 
now. 

Senator Maypank. This whole southern area? 

Mr. Bucuanan. It comes up through Alabama, Georgia, to South 
Carolina. The situation is this: We thought with the application 
of these controls over steel, for example, that. the certificate applica- 
tions would drop off. It has been to the contrary. They have built 
up because apparently all of them are trving to get in and get the 
steel if they possibly can do so before the other fellow applies. They 
file the applications with us and we have to process them. The 
difference between the rate matters and the certificate matters is 
this, that the law imposes a limitation of time upon us in rate increase 
applications. It gives us 5 months to process them. After the 5 
months the company can put the new rates into effect under bond, 
and that further complicates the situation with us when we do reach 
the case for decision, as we are dealing with a new situation. When 
the rates have been collected, and a reduction subsequently ordered, 
they are not always later on distributed in an equitable manner, 
simply because of the fact that people move on—well, it is just normal 
life, it just cannot be done. 

Senator Ropertrson. I may not be able to stay here for all your 
hearing, but before you finish I wish you would submit for the record 
a statement of what you regard as the essential minimum for you to 
function in 1953. Here is the situation we find always confronting 
us. Usually an agency asks the Budget Bureau for more than the 
sudget Bureau allows. Then when the Budget Bureau gives the 
figure, they are fully justifed in saying, ‘‘We need all of that amount, 
we asked for more. This is what we got.’’ Then the House comes 
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and makes a terrific cut on what the Budget has done and they send 
the bill over to us, frequently accompanied by the statement that says, 
“For economy we have cut these figures, but the Senate will probably 
raise them.”’ It makes it embarrassing for us to raise them unless we 
have very cogent proof to submit to the House and the public as to 
why we have raised them. 

Mr. Bucnanan. Do you want me to file something along that line? 

Senator Ronertrson. Before you finish that statement, | want you 
to say, “This is what we would like to have. This is what we could 
efficiently tse, but if vou are not willing to give us that, this is the 
bare minimum that will be necessary for this Federal Power Com- 
mission to do any kind of a worth-while job.” 

Mr. Bucuanan,. Senator, vou have before you in the justification 
a better statement than 1 could possibly make to supplement it. 
We need the full amount, and it is all set forth in here. We have 
diagrams and charts. They are factual snebacitaiiii that we think 
are irrefutable. Now, we can cut down, but when it is cut down, 
it means that the public suffers, Congress suffers. 

Senator Roperrson, Is this the statement to which you refer? 

Mr. Bucnanan. That is correct. 

Senator Ropertson. That is the testimony that vou are offering 
today for the record? 

Mr. BucHanan. That is absolutely the fact. 

Senator Rornertson. Very well. 

Mr. Bucuanan. We think it answers the House action completely. 

Senator Ropertrson. What embarrasses us is that everybody that 
comes before us is just as positive as vou are that he cannot 
with a cent less. 

Mr. Bucuanan. We are very sympathetic with your position. Tt 
is hard to appropriate money these days. Just speaking for myself, 
| think back in 1920 Congress had a definite idea in mind when it 
enacted the Federal Water Power Act, some definite idea in mind 
when it passed the Federal Power Act of 1935, and also when it 
passed the Natural Gas Act of 1938 and the amendment of 1942. 
| think they meant something when thev did that. What I am trying 
to point out to the committee today in behalf of the Commission is 
that if vou reduce that budget request vou are backtracking on what 
was done in the past. 

Senator Ropertson, IT am not sure Mr. Chapman thought we 
meant something. When you go down there and pass on the applica- 
tion of the Virginia Electric Power Co. to build a dam on Roanoke 
Rapids, and you say they have the right to build it, Mr. Chapman 
says, “Oh, no; vou are all wrong.” They go in the district court and 
the district court savs the Federal Power Commission was eminently 
right. You go in the circuit court and they say the Federal Power 
Commission was eminently right. Does Mr. Chapman yield? Oh, 
no; we have to go to the Supreme Court. He will hold that up to go 
to the last court in the United States to see if he can stop the Federal 
Power Commission. 

Mr. Bucuanan. We think the Supreme Court will say the same 
thing, 

Senator Ropertrson. T am satisfied it will, too, but in the meantime 
vou do not get the dam built. 1 know it is embarrassing, you do not 
need to comment. TIT can infer what you think. 


95711—52——24 
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APPLICATIONS FOR ADDITIONAL POWER CAPACITY 


Mr. Bucuanan. I can point out two things along the Bureau of 
Power lines which may be interesting to the committee. They are 
quite important because they deal w ith hydroelectric installations and 
interconnection of electric utilities, and it has an effect on our present 
emergency. I will show you how that has grown. Generating capac- 
ity covered by applications filed in fiscal 1948 was 970,000 kilowatts. 
In fiscal year 1951 it increased to 2,300,000 kilowatts, and construc- 
tion of about 1,200,000 kilowatts of new capacity costing $220 million 
was authorized in fiscal vear 1951. In spite of the increase in the vol- 
ume and importance of this activity the personnel available for the 
fiscal year 1951 was 10 percent less than fiscal vear 1949. The result 
is that this activity and others, in connection with which licensees pay 
annual charges of over $600,000 to the Government as reimbursement 
of the cost of administration, are proceeding at a lagging rate and ac- 
cumulating an undesirable backlog. 


LICENSE FEES 


Senator Mayspank. How much of your funds do vou have to use to 
do just what vou spoke about for which vou get reimbursed to the 
extent of $600,000? 

Mr. Bucuanan. We collect by way of license fees $600,000 annually 
which is paid into the Federal Treasury. 

Senator Maysank. How much does it cost vou to get that $600,000? 

Mr. Securest. That activity is practically self-supporting. Of 
course, we do not use the funds directly. It comes to us by appropria- 
tion. 

Senator MayBank. You get the funds by appropriation and you 
give the money they pay vou into the Treasury of the United States? 

Mr. Securest. Into the general fund of the Treasury. 

Mr. Bucuanan. That is licensing of new projects. 


LICENSE INVESTIGATIONS 


Now, there is another phase, projects that have already been con- 
structed that should be under license but we do not have the man- 
power, we do not have the facilities to bring them under. license 
Now, I am going to deal with that phase. There are at least 182 
projects of fairly substantial size with a total combined installation 
of 3 million horsepower, which from preliminary examinations alread, 
made appear to be operating without requisite Federal authority. 
However, determination of those things depend on field investigations, 
and so forth. The licensing of such projects would add substantially 
to the revenues under the Federal Power Act through payments of 
annual charges under the licenses. 

For instance, an analysis of 6 typical cases out of the 182 shows 
that had these projects been brought under license by such investi 
gations, charges totaling about $2 million would by now have been 
paid into the Treasury of the United States; a $2 million loss. 

Senator Mayank. How long a period would that be over? 

Mr. Bucuanan. I would not be able to judge that. 

Mr. Apams. $2 million would be an initial payment in back charges 
for those projects going baek about 14 vears. 





INDEPENDENT OFFICES APPROPRIATIONS, 1953 369 


Senator MayBANK. Six out of one hundred and eighty-two. Would 
it be the biggest six or just taken at random? 

Mr. BucHanan. I presume they would be substantial projects. 

Mr. Apams. These are 6 large cases totaling some 34 plants, alto- 
gether, and over a million kilowatts of generating capacity. 

Senator Maysank. Are those plants in competition with others 
that are licensed? 

Mr. Bucuanan. They are operating now. 

Senator Maypank. But competing in the same neighborhood with 
plants that are licensed? 
~ Mr. Bucuanan. I would not say they are in competition. But 
they are supplying energy to the general public. 

Senator Maynank. What I had in mind is that they are competing 
with those that are paying for the license. 

Mr. Bucuanan. They are getting a definite advantage because 
they do not have to pay. 

Senator Mayspank. They have an advantage over those who 
do pay? 

Mr. Bucuanan. That is right. 

Mr. Apams. Following the $2 million, Senator, the continuing fee 
would be about $143,000 a vear thereafter. 

Senator Maypank. In other words, the Government is getting 
stuck. If other people are paying, it seems to me unfair to have one 
fellow pay and another fellow not pay. 


CONSULTATION ON POWER AND FLOOD-CONTROL SURVEYS 


Mr. Bucnanan. You, Senator Robertson, asked about the electric 
power requirements, flood control, and so forth. The construction 
agencies of the Corps of Engineers and Bureau of Reclamation make 
surveys of reservoir areas, make foundation explorations at dam sites, 
estimate costs of land acquisition, make detailed designs and prepare 
detailed specifications and engage in construction work and opera- 
tional activities and perform those many other detailed operations 
necessary as part of their construction and operating responsibilities 
in connection with Federal projects. The Commission’s staff does 
not engage in any of these activities and hence does not in any way 
duplicate the work of the construction agencies. 

In contrast, the activities and responsibilities of the Commission in 
the field of Federal river-basin development can be more accurately 
defined as being of an advisory and consultative character directed 
almost entirely to the hydroelectric possibilities in river-development 
programs undertaken primarily for other major purposes. It 
because of this fact that the Commission has been able to perform 
this function with a very small staff which is outnumbered from 100 
to 200 to 1 by the technical staffs in the two agencies with which it 
principally cooperates. 


IS 


This service which the Commission performs is not only of value 
to these agencies but very important to the Bureau of the Budget 
and the Congress, which have looked to the Commission for the 
objective advice of a qualified, nonconstructing, nonoperating agency. 

Does that explain the point that you wanted explained, Senator? 
That is our function in that field, 
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Senator Roperrson. I saw some reference here to $200,000 for 
flood-control surveys. Is that the work? 

Mr. Bucuanan. That is part of the work here. 

Senator Ropertson. I believe you have a very vital duty to dis- 
charge when one of these power dams is built in passing on the price 
that the Government charges when power is sold to an agency of the 
Government. Is that not correct? 

Mr. Bucuanan. Well, normally. You mean the Federal projects, 
Senator? 

Senator Ropertson. Yes. 

Mr. Bucnanan. What we do so far as we are concerned, when a 
project is authorized by Congress for the construction of a flood-con- 
trol dam, our staff goes out there and looks at the dam site and de- 
termines whether power can be developed there, and, if so, to what 
extent. Our staff acts as advisers to the Corps of Engineers or 
Bureau of Reclamation, whichever is the construction agency. 

Then under the Flood Control Act we make some allocations of 
the cost between flood control and the various elements that go into 
the benefits that come out of the actual dam construction. 

Do I make myself cleat 


POWER SALES 


Senator Ropertson. Yes, but you did not go as far as I wanted. 
For instance, we bring in the power this fall at Buggs Island. We had 
quite a contest with the Southeastern Power Administration over 
whether there would be a transmission line built to Langley Field, 
which would take a large percentage of that power, or whether that 
power should be distributed to REA and other communities for 
development of the Roanoke River Basin. When that power is sold 
to the municipality or to the privately owned public utility company, 
the sale, as I understand, will be made by the Southeastern Power 
Administration, which is an agency of the Department of the Interior. 
My understanding was, however, that the Federal Power Commission 
would have some sayv-so on the rates. Otherwise vou will have a 
situation where the Reclamation Service of the Interior will say the 
ratio of benefit to cost is such-and-such a figure, then they get in there 
and will not put the power rates up to the point where that ratio 
contemplated by Congress when it authorized the construction will 
ever liquidate the investment. That gives them a double control. 
They will make one estimate when they want to get the dam built 
and then they will make a different rate on the power when they want 
to curry favor with whoever is getting the power and say, ‘Boys, 
look what we are doing here, come build us another dam over yonder.”’ 
That is what faces me all the time in a general move as I look at it to 
socialize the power industry. I thought vour Commission had a 
little sav-so in that. Do you? 

Mr. Bucuanan. I think you phrased it very well, we have little 
say-so, and it is one of the things that bothers the Commission very 
sorely. We just have partial jurisdiction ia some of these matters 
We are of the unanimous opinion on the Commission that Congress 
ought to do something about it, either give us full rate jurisdiction or 
abandon the whole thing, and leave it to the Department or to the 
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agency the Congress selects to distribute the power. I think I am 
speaking the unanimous opinion of the Commission on that. 

Senator Roperrson. T understood that you would make at Buggs 
Island a recommendation as to what that power should be sold at. 

Mr. Cuartes W. Samira. Under the flood control act where the 
construction is under the control of the Army, built by the Army, the 
law provides that surplus power will be turned over to the Secretary 
of the Interior and the Secretary of the Interior sells that power under 
rates Which are confirmed and approved by ane Federal Power Com- 
mission. The Secretary of the Interior initiates the rates, the Federal 
Power Commission has no authority but to canadien, confirm, or dis- 
approve. It has no authority to initiate rates, require changes and 
the other things other than to approve or disapprove when presented 
by the Secretary of the Interior. 


RATE DECISIONS 


Senator Roperrson. If 1 may interrupt vou, the Army engineers 
have greatly upped their estimate of what the power would have to 
be sold for because the project cost about twice what was originally 
estimated. Therefore, that original arepete of what would liquidate 
that investment has to be greatly upped, but the Department of the 
Interior does not agree with that. I was wondering who would say 
what that power should be sold at. When Interior says, ‘“‘We recom- 
mend this rate,”’ you will do what? 

Mr. Cuaruies W. Suiru. The Commission can either confirm it or 
disapprove it. 

Mr. Bucuanan. That is all we can do. 

Senator MayBank. You have just the veto. 

Mr. Bucnanan. That is right, approval or veto. 

Senator Ropertson. Who overrides the veto? 

Mr. Bucuanan. Then nobody gets the power. They have to go 
back and figure another rate. 

Commissioner SmirH. It leaves the Commission in the rather ineffec- 
live position of having to say ‘‘Yes’’ or assume the responsibility for 
the power not being sold, and ig the disruption of the - angements 
which may have bee : made or developed without the Commission 
knowing very much, ee about it, 

Furthermore, in the determination of what payments will be neces- 
sury to reimburse the Government, it is of course necessary to allocat 
the portion of these multipurpose project costs that ought to be 
attributed to power. ‘There is considerable controversy as to who 
has the final allocation authority, which is not spelled out in the 
Klood Control Act of 1944, although in such acts as Bonneville it is 
specifically designated that the Federal Power Commission shall make 
those allocations. 

Se nator Ropertson. Can you say in making a report of this kind 
vou ‘‘Disapprove the rate sugge sted by the Interior De —— nt, but 
we think the following would be a fair rate to both the Government 
and to the consumers’’? 

Mr. BucHanan. We could say that, but it would have no effect. 
[t would have no result unless they chose to follow it 
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Senator Ropertson. I can understand how you say it has no 
effect because we say a good many things to Mr. Chapman, but it 
has no effect. 

Mr. Bucuanan. Of course there is one thing, going along that same 
line, rate making with a Federal project is somewhat different from 
the rate making ‘with a private utility or public utility for the reason 
that often congressional policy is involved which may go contrary to 
formal rate regulation or the normal rate regulation, I would say. 
Now, those things all have to be taken into consideration when you 
are considering the rates at a Federal project. I go back to my first 
premise that it ought to be one or the other. 

Senator MaysBank. I agree on that. I think the Senator from 
Virginia agrees. There is so much divided authority on not only 
Federal power but on wages, and so forth. 


ADMINISTRATIVE COSTS 


Let me ask one more thing. You are asking for us to appropriate 
$4,540,000? 

Mr. BucuHanan. Yes. 

Senator Maypank. As I understand, your collections come up to 
$1,486,000. 

Mr. Bucuanan. That was last year, but $600,000 of that are 
recurring fees. 

Senator Mayspank. What do you expect to collect this year? 

Mr. Securest. This current vear, fiscal vear 1952, we expect collec- 
tions of $1,621,000. That will drop down in 1953 to $1,300,000. The 
difference is the fact that they brought some of these unlicensed 
projects under license this vear and they are getting back year returns 
to the Government. The $600,000 that we are talking about was 
strictly for reimbursing the cost of administration of part I of the act 
There are many other categories of the fees collected that make up the 
$1,600,000. 

Senator Ropertson. On the House cut, of which the Commission 
wants the restoration, by far the biggest item is on personal services, 
and that amount is $441,000. I think it would be pertinent for us to 
center right on that item and discuss what effect it would have and 
indicate how much of that $441,000 involves these 22 new emplovees 
that you said you would like to put on. 

Mr. Securest. $126,000 is involved in those new employees. The 
difference of $315,000 is the absorption of the pay raise given this 
current fiscal vear. 

Mr. Bucuanan. That means 125 man-vears. 

Senator Mayank. In other words, the Congress passes the law to 
raise the people and on the other hand tells you to take it out of the 
salary money you have. 

Mr. Bucuanan. Yes. 

Senator Rosperrson. Even if you tackle a heavier workload with 
this rapidly increasing expansion of natural gas, Government powe! 
and other power, with the same personnel that you have been using 
vou would still need how much to pay that personnel when vou tak 
into consideration the increases in compensation, wages, and salaries 
which the Congress has voted? 

Mr. Bucuanan. About $427,000. 
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Senator Ropertson. No; that could not be right. 

Mr. Securest. If I followed your question correctly, sir, it is 

$325,000. 

Senator RopertTson. $325,000 would merely bring you even with 
this pay raise. 

Mr. Securest. Even with the pay raise. 


PERSONNEL INCREASE 


Senator Ropertson. And another $126,000 would give you 22 more 
employees which you say you urgently need? 

Mr. Bucuanan. That is correct. 

Senator Mayspank. What would those employees do? Do you 
want to put the people on the books to collect the $2,000,000? 

Mr. Securest. They would be distributed several places. They 
would help on this gas work, on the license project work, ete. 

Mr. BucHanan. $301,000 would restore us to our present level, and 
$126,000 on top of that, I believe, would make it $427,000, which is 
what we will need to add 22 additional personnel to our level. 

Senator Rospertson. I thought you were requesting all of the 
$441,000. 

Mr. Bucuanan. That is for travel. 

Senator Roperrson. That is in a different item? 

Mr. Securest. The House cut on personal services, the way they 
figured it, was $441,000, of which $315,000 was pay-raise money. 

Senator Rosertson. You have given us the breakdown on the 
$441,000. Now discuss this item of travel which the House claims is 
being abused and that you can save one-third of it, if you are willing 
to do it. 

Mr. Bucuanan. IT was coming to that. 

Senator Roperrson. They claim you could save one-third of it 

Mr. BucuaNnan. I want to call your attention to chart B in connec- 
tion with this personnel matter. It shows you the effect that the 
increases in pay have had on our personnel situation. Chart B illus- 
trates what we have been talking about. On the travel, I want to 
describe what we do with travel. That seems to be not very well 
understood, at least on the House side. 


TRAVEL EXPENSES 


For the current fiscal vear travel expenses will be limited to $259,000. 
That i. $240,000 limitation on appropriated salaries and expenses 
funds, $7,000 limitation on appropriated flood control surveys funds, 
and $12,000 pending ina supplemental. For the budget vear, $270,000 
was requested for travel or an increase in limitation of only $11,000. 
Most of the Commission’s expenditures for travel cover the cost of 
transportation and per diem for accountants and engineers who are 
in a continual travel status throughout the year. 

Senator Maysank. You have not only travel in that item but you 
have salaries if vou have per diem. 

Mr. Bucuanan. That is per diem in lieu of subsistence. Approx- 
imately 100 employees currently are in this category. Let me add 
right there that if this House cut goes through, many of those 100 
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employees will go off the payroll. It is the field force that will suffer 
and they are the people that do the basic work. 

Senator Roperrson. Suppose this committee votes to retain your 
personnel at the present level but does not give you more than the 
present level, what effect on necessary and unavoidable travel would 
the $90,000 cut made by the House have? 

Mr. Securest. A difference of about $12,000. In other words, 
we would still need restoration of $78,000 of the $90,000 for travel. 

Senator Rornerrson. How would that compare with what you are 
actually spending this year? 

Mr. Secures. That would be approximately the same. 

Mr. BucHANAN. $259,000. 

Senator Rorertson. If you do not have the extra 22 employees, 
which would cost $126,000, vou could cut the travel allowance by 
what exact figure? 

Mr. Securest. $12,000. 


JENSEN AMENDMENT 


Senator Roperrson. Now, the next thing I want to know about is 
the effect of the Jensen amendment which relates to replacement, 
and get an explanation of why that is going to reduce your force. 

Senator MayBank. What page is that on? 

Mr. Bucuanan. That is on page 22. Page 22 will give you the 
answer to that. I cannot explain it any better than it is outlined 
there. That is just exactly what will happen to us. 

Mr. Securesr. It could have the effect of reducing us 10 percent 
more or 66 employees, which would bring us down from 647 to 581. 


PERSONNEL TURN-OVER 


Senator Rosperrson. Do you have a turn-over of 10 percent a year? 

Mr. Securesr. Yes, sir; we have very heavy turn-over because 
we have many professional men to which the industry can pay much 
higher salaries than the Government can pay. 

Senator MaysBank. For the record, give Senator Robertson the 
types of turn-over people, auditors, accountants, engineers. 

Senator Ropertson. You do not have 10 percent that retire on 
pension, | am sure. 

Mr. Securest. No. We just lose the employees to industry. 

Senator Maypank. What type of employees are those? 

Mr. Securesr. Lawyers, engineers, accountants. 

Mr. Bucuanan. Ours is a highly specialized agency. 

Senator Maypank. I understand that. I want that for the record. 
Accountants? 

Mr. Securest. Engineers, lawyers. Our difficulty in getting them 
is because the salary competition is so terrific. We cannot meet the 
competition today. 

Senator Roperrson. For a number of years in the Bureau of 
Internal Revenue the young lawyers would go in there for the delib- 
erate purpose of learning the inside of tax administration and then 
would leave to join some good tax firm to practice tax law. 

Mr. Bucnanan. We have the same experience, and you cannot 
blame them. They want to go out and get some more money. — I just 
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want to point out, though, to you gentlemen how we operate our travel 
funds, going back to that, if I may. 
Senator MayBank. Go ahead. 


PER DIEM TRAVEL ALLOWANCE 


Mr. BucHanan. You asked about the per diem. It is desired to 
emphasize the Commission is most careful in the use of travel funds. 
For example, although it could pay $9 per diem in lieu of subsistence 
without limitation to the number of days, the Commission policy pro- 
vides for $9 for each of the first 15 days at any temporary duty station, 
$7.50 for the second 15 days and $5 per day thereafter. That really 
works a hardship on the employee in the field, but that is economy. 

Furthermore, all requests for travel originating in Washington, over 
90 percent of the total, are reviewed by bureau chiefs and then by me 
before travel orders are issued, in order to insure that only essential 
travel is performed. ‘The Commission is aware of no abuses in the 
use of travel funds such as have been alleged by the House committee. 
However, it is felt if they exist they should be dealt with where they 
exist rather than cutting by one-third the travel funds of all agencies, 
including those that do conserve travel funds to the maximum extent 
as this Commission does. 

We also object to the annual-leave provision. We think that is 
hard on Commission morale. 

Finally, I point out that if the House figures go through it means a 
reduction in our present force of about 120 to 125 employees. If that 
cut was just confined to our field offices, that would mean the elimina- 
tion of all of our five field offices, under the Bureau of Power. 

Senator MaysBank. Where are those offices? 

Mr. Bucuanan. They are located in New York, Chicago, San 
Francisco, Fort Worth, and Atlanta. 

Senator Roperrson. Do you feel that you are getting a full day’s 
work from all of your employees? 

Mr. Bucuanan. Yes. In fact, Senator, it is really almost brutal 
the way they have to keep going. 

Senator MayBank. Are vou very far behind in your work? 

Mr. BucHANAN. Yes, we are. 

Senator MayBank. This cut would make vou fall farther behind? 

Mr. Bucuanan. That is correct. 

Senator Rosperrson. You have had permission to put vour whole 
statement here? 

Mr. Bucuanan. Yes. 

Senator Roperrson. The Federal Trade Commission is now here. 
You have given this agency an hour. 

Senator MaysBank. If Mr. Buchanan wants to give any further 
statement to the committee, we will be glad to have you do so. 

Mr. Bucnanan. Thank vou. 


NATURAL-GAS INDUSTRY 


Senator Roperrson. | would like to ask Chairman Buchanan one 
question before he leaves. We are now in the infancy of a national 
distribution of natural gas and it is a very expensive operation, for 
which most of these new companies have to borrow large sums of 
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money. The banks will not finance a loan that is going to run 15 or 
more years unless the company can show a reasonable return on its 
investment. 

Mr. Bucuanan. Yes. 

Senator Ropertson. If we do not have your agency here to pass 
on the issue of what is a reasonable return, and ‘the gas companies 
say, “On account of the greatly increased cost of doing business, we 
can’t make it on what we are now getting,” is it likely that Congress 
would sooner or later be confronted with the demand that natural 
gas is now an essential public need and if the private utilities do not 
furnish it, the Government ought to go in and build these trans- 
mission lines? 

Mr. Bucuanan. Well, that is a possibility but not a probability, 
I would say. I do not think the Government is going to get in 
that game. 

Senator SALronstaLL. Mr. Buchanan, could you tell the committee 
very briefly in one paragraph the New England gas situation as it is 
today and the progress that is being made? 

Mr. BucHaNan. Senator, there were two certificates issued by the 
Commission, one certificate has been completed so far as construction 
is concerned or substantially completed, and there is service in New 
England off that line now. That is the Northern Gas Transmission 

The other certificate was issued to Algonquin Gas ‘Transmission 
Co. There was an appeal taken on that certificate to the third circuit 
court of the United States, and that court reversed the Commission 
and remanded the record for further hearing, and that is where it is 
now. 

The question is whether an appeal will lie to the Supreme Court from 
that decision. 

Senator SALTONSTALL. But the work on that is going ahead all the 
time? 

Mr. Bucuanan. I understand about half the Algonquin line has 
been laid. There is additional 125 miles to be laid. Presumably 
this court action would stop that. 

Senator SALTONSTALL. What would be the purpose of the court 
action, to have it all come through the other company? 

Mr. Bucuanan. No; the effect of the court action was to remand tly 
aos ation of the Algonquin plus an additional application of North 

‘astern to the Commission for further hearing. 

Senator SALTONSTALL. That is what | mean. The purpose of that 
would be to change the company or to have all the natural gas come 
in through one company rather than two companies? 

Mr. Bucuanan. That could be one result. It would mean pri 
marily a decision by the Commission between the two companies 
A decision one way could result in just one company operating in New 
England. <A decision the other way could result in two companies 
competing. 

Senator SALTONSTALL. One company is now all completed and 
operating? 

Mr. Bucuanan. That is correct. 

Senator SaLtronsTaLu. And the other company has 125 miles to 
go and is held up because it is in the courts? 

Mr. Bucuanan. That is correct. 
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Senator SavronsTauy. That would mean further hearings and 
further decision by the Federal Power Commission if the court so 
ordered? 

Mr. Bucnanan. On the other hand, there can be an appeal to the 
Supreme Court from the decision of the third circuit. 

Senator Maypank. Thank you, Mr. Chairman. 

Mr. Bucuanan. Thank you. 


FEDERAL TRADE COMMISSION 
SALARIES AND EXPENSES 


STATEMENTS OF JAMES M. MEAD, CHAIRMAN; STEPHEN J. 
SPINGARN, COMMISSIONER; WILLIAM P. GLENDENING, JR., 
ASSISTANT SECRETARY AND CHIEF, DIVISION OF BUDGET 
AND FINANCE; AND JOSEPH E. SHEEHY, DIRECTOR, BUREAU 
OF ANTIMONOPOLY 


RECOMMENDED ACTION ON HOUSE CUT 


Senator MayBank. I will put in the record your letter to me giving 
the justification for requested increase. 
(The letter referred to follows: ) 


FrpERAL TRADE COMMISSION, 
Washington, March 22, 1952. 
Hon. Burner R. MAyBank, 
Chairman, Subcommittee in Charge of the Independent Offices Appropriation 
Bill, 1953, United States Senate, Washington, D. C. 

My Dear Mr. CuarrmMan: This replies to your letter of March 18 about the 
appropriation for the Federal Trade Commission for the fiscal year 1953. 

After carefully reconsidering the pressing needs for economy, the Commission 
respectfully suggests that H. R. 7072 be amended by striking the last word of 
ne 1 and all of line 2 on page 14 and substituting therefor the following: 
$4,367,000. 

In support of this request, the following is submitted. 

The budget for the fiscal year 1953 submitted to the Congress provided for 

ntinuance of the Commission’s personnel at slightly less than the current level. 
The Commission now has on its payroll 703 persons, a number barely larger 
than the 692 persons who were employed by it on June 30, 1941. The reduction 
pplied by the Appropriations Committee of the House would reduce the size 

the Commission’s staff by about 70 positions, leaving the Commission smaller 
an in 1941 and only slightly larger than in 1947 soon after the end of an all-out 
var during which its activities had been very substantially reduced. 

Yet the Commission’s operating level just before the war was said to be unduly 

w by the Temporary National Economic Committee, which included members 
both parties in both Houses of Congress. That committee’s final report 

ncluded the following statement, unanimously adopted: 
“The extended study of the concentration of economic power made by this 
mmittee leads inevitably to recommendations to strengthen the enforcement 
f the antitrust laws. No hope of preventing the increase of evils directly attrib- 
able to monopoly is possible, no prospect of enforcing and maintaining a free 
onomic system under democratic auspices is in view, unless our efforts are 
loubled to cope with the gigantic aggregations of capital which have become 

» dominant in our economic life. 

‘The Department of Justice ard the Federal Trade Commission are the agencies 
clothed with the resporsibility for enforcing the statutes which Congress has so 
wisely eracted to curb monopoly and to free enterprise from the restraints of 
price fixing, collusive agreements, and other restraints of trade. Confronted 
with the present-day American economy, they are admittedly undermanned 
ud meagerly budgeted. No law, and particularly no law of the type here dis- 
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cussed, can be stronger than the zeal and resources of the agencies of enforcement 
into whose care it is entrusted. We strongly urge the absolute necessity of 
providing funds for these agencies adequate to the task which confronts them.”’ 

The funds available to the Commission in fiscal vear 1952 are higher than for 
the fiscal vear 1947 or the fiscal vear 1941. But the increase has been illusory. 
Most of it has been required to offset pay increases imposed by law and increases 
in the cost of travel and supplies. The rest of it has been used to attack monop 
olistic practices in types of cases which had not been pressed because of emergency 
conditions during the period of all-out war and to begin the performance of new 
duties assigned to the Commission by new laws. In the aggregate, the funds hav« 
merely restored the Commission to its approximate level of operations in 1941 

Below is a showing of the use that is made of the increases in the Commission’: 
budget since fiscal 1947. 


Amount by which 1952 appropriation exceeds that for 1947 $1, 339, 280 
Amount required for statutory pay increases applicable 
to 1947 personnel $947, 500 
Increased cost of travel at 1947 level 48, 509 
Increased cost of supplies in 1947 amounts 10, 240 
Total Lone AS hte tee ee eamtheaaidld 1, 006, 249 


Available for increase from 1947 level in personnel and work 
performed ; 333, 041 


The small sum which has been made available for new work has been devoted 
entirely to expanding antimonopoly case work. Of the total, about $148,000 
was appropriated by the Congress for the current fiscal vear to defray the cost of 
work upon mergers that reduce competition, which became unlawful when sectio1 
7 of the Clayton Act was amended in December 1950. The other $185,000 repre- 
sents appropriations to increase other types of antimonopoly case work. The 
total increase has barely restored the Commission’s activities to the level of 1941 

The provision of additional funds for antimonopoly work indicates the concert 
of the Congress to protect small business and commerce. 

No group in the United States benefits so consistently from the strength of 
American competition as the small-business men. Competition is the basi: 
protection for small business. When competition is impaired, the large and power 
ful concern may be able to take care of itself, but the small one is in jeopardy 
But while the impact of monopolistic practices and conditions falls heavily o1 
small-business men, its more immeciate effect hits the consuming public, whic] 
generally is forced to pay higher prices. The higher prices paid as a result of thi 
destruction of competition and the injury suffered because of the damage monopol\ 
does to small-business men and consumers cannot be measured in precise terms o! 
dollars and compared with the relatively negligible cost of the work done by thi 
Commission in preserving competition. 

The Commission’s appropriation is a small fraction of the cost of injury to sma 
business when monopoly is unchecked and of the burden upon the consumer wher 
prices are collusively fixed. 

In addition, the Commission’s work has been enlarged by other legislatior 
The business of insurance, so far as not regulated by the States, came under thi 
Commission’s jurisdiction in 1948. Moreover, the Trade-Mark Act of 1946 ha- 
given the Commission the responsibility for seeking the cancellation of registered 
marks in instances where these marks are abused, and the Fur Products Labeling 
Act, which takes effect on August 7, 1952, has substantially expanded and strengt! 
ened the Commiission’s jurisdiction over the misbranding and false advertising 0 
furs and fur products. No funds have been provided for administration of th 
Trade-Mark Act. No additional funds have been provided, and none are included 
in the budget request, for administration and enforcement of the recently enacted 
Fur Products Labeling Act. The sole increase of funds for any of these new statu 
torv duties has been $10,000 for work on insurance, which is ineluded in the 
$185,000 mentioned above. 

Reduction of the present appropriation by $388,200, as proposed by the 
Appropriations Committee of the House, would eliminate the increases that hav: 
become available since 1947 for work on mergers and for other antimonopol) 
ease work. It would set the Commission back to an operating level approximating 
that of 1947 and far lower than that of 1941. 

An attached appendix supplies corroborating detail as to the cost of pay i 
creases and other increases in expenses that have been set forth above. 


‘ 
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THE SIGNIFICANCE OF THE CURTAILMENT OF TRAVEL FUNDS 


If the Commission is to be required to operate on the reduced level proposed by 
the Appropriations Committee of the House, its operations cannot be efficiently 
carried on with the travel funds of $126,470 recommended by that committee. 
Substantially all of the travel undertaken by the Commission is in compliance 
with requirements by courts that Commission attorneys appear at appellate 
hearings, or in sending Commission attorneys and hearing examiners to places 
where hearings are scheduled, or in sending Commission investigators to interview 
witnesses and examine the books and records of enterprises whose practices are 
inder investigation. At the rate of expenditure for the first 8 months of the 
urrent fiscal vear, the Commission will be required to fully expend its allocation 
of $180,000 for travel by June 30 next. Any substantial reduction of this amount 
n the fiscal vear 1953 will require that hearings be deferred or investigations be 
abandoned and will seriously curtail the regulatory work of the Commission. 

The Commission’s budgetary request for fiscal 1953 contemplated some increase 

travel funds, because they have been unduly tight and because several anti- 
monopoly investigations about to be undertaken will require unusually large 
i:mounts of travel For example, the Government Operations Subcommittee of 
he House Committee on Expenditures in the Executive Departments and counsel 

rr the Department of Defense have asked the Commission to ascertain by field 
vestigation why the Government has been required to pay, over a 3-year period, 
re than $305,000,000 in excess of the factory price for automotive parts. 

The Commission earnestly requests that, if the increase of about $10,000 over 

e current rate of expenditure for travel is not granted, travel funds of $180,000, 

roviding for expenditure at the current rate, be made available. In anv case, 
he Commission requests that the ceiling upon travel be removed from the bill 

order that, within the limits set forth in the Commission’s budget request, the 
Commission may use its best discretion in determining what portion of its budget 
hall be expended for this purpose. Otherwise, there is danger that a lack of 
balance between personnel and travel will prevent effective use of the staff which 


= left to the Commission. 


THE PROBLEM OF EXPORT-TRADE WORK 


In its report, the Committee on Appropriations of the House of Representatives 
quested the Commission to consider suspending the operation of its Divisi 
f Export Trade during the present emergeneyv, with a view to saving $45.550 


The I-xport Trade Act grants to associations organized thereunder ngage 
lely in export trade exemption from the antitrust laws providing 

strain trade within the United States, restrain trade of any 

etitor, or enhance or depress prices within the United St: 

placed solely upon the Federal Trade Commission the duty 


ho enjoy the exemption from the antitrust 


ect so that those w 
ade do not use this exemption to violate the antitrust laws ithi } 
States. In several instances investigations of export-trade associations 
own that some them were operating In @ manner Inconsistent wit] 
ntitrust policy This illustrates that policing of these associations is 
the struggle to stem the growth of monopoly power In view of th 
nments concerning this work at the hearing on the Federal Trade Commission’s 
dget before the House Appropriations Committee, the Commission reeently 
duced the direet expenditure for such work to the minimum consistent with 
erformance of its statutory duty. 
If the Commission should abandon the work entirely, it would be subjeet to 
stified criticism for neglect of its statutory dutv to protect competition in the 
iestic market and to protect independent exporters If, in the face of the 
ommendation in the House committee’s report, the Commission continues to 
pend any funds for the work, it is open to the charge of disregarding the wishes 
an appropriation committee. We respectfully suggest the desirability of a 
earer indication of the wishes of the Congress. 
With kind personal regards, I am, 
Sincerely yours, 
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APPENDIX 


PAY INCREASES 


Through mandatory pay increases, it has become necessary for the Commissio: 
to operate with a substantially increased budget in order to carry on its work at 
the same level as before. On March 31, 1947, there were 606 people employed in 
the Commission. At the base of their respective grades, the annual payroll cost 
of this staff would have been $2,632,128. If today the Commission employed the 
same number of people at exactly the same grades, their annual payroll cost at 
the base of these grades would be $3,229,642. Thus the continuance of the 1947 
level of activity requires at least $597,514 in additional funds. 

This comparison understates the problem. During the Second World War. 
the levels of activity and employment in the Commission were substantially 
reduced, and in the spring of 1947 the Commission was operating at a very low 
level. At the close of the fiscal year 1941, the Commission employed 692 people 
Today the employment of the same number of people at the base of their respective 
grades would require a payroll $1,226,094 higher than that required to pay thei: 
salaries at the base of the same grades in 1941. In other words, to maintain the 
level of activity prevailing in 1941, the Commission would need, at a minimum, 
an appropriation higher than that of 1941 by $1,226,094. 

During recent years the salary burden of carrying the Commission’s staff has 
been further increased by mandatory in-grade promotions. While it is true that 
with an unchanging staff employed over a considerable period of time such in- 
grade promotions do not inflate payrolls, this is not true when a staff is expanding 
or when its composition is changing by the employment of a larger proportion of 
professional personnel and a smaller proportion of clerical personnel. Both of 
these influences have been present in the Commission’s staff since 1947. During 
this period the Commission has recovered its wartime loss of employees, and 
consequently the number of persons employed has risen from 606 to 703. More- 
over, during this period the professional staff has increased from 43.9 percent of 
the total to 50.3 percent. Consequently, the cost of in-grade promotions for 
persons employed at or near the base of their grades has not been offset by the 
retirement of persons at or near the tops of their grades. The annual cost of 
mandatory in-grade promotions has been about $70,000 a vear, and through the 
cumulative effect of this cost the current payroll is estimated to be about $350,000 
higher than that for the fiscal year 1947, 

Thus payroll costs imposed by law have made it necessary for the Commission 
to pay its 1947 staff about $950,000 more per year currently than in the fisca! 
year 1947, 

INCREASE IN TRAVEL COSTS 


The Commission’s expenditure for travel in 1947 was $117,451. Approximately 
70 percent of this sum, or $82,215, was the cost of per diems. Since the present 
per diem rate has increased 50 percent since 1947, this portion of the expenditur 
has increased, for the same number of man-days of travel status, from $82,215 
to $123,235. 

The increase in railway expenditures cannot be computed with precision, sini 
there have been certain differences in the percentage increase of railway-trans 
portation rates on different railway systems. Most of the Commission’s trave| 
however, takes place on eastern railway lines. If the estimate is based upo: 
the changes in railway rates on these lines, it appears that the same amount of 
railway travel that cost the Commission $35,235 in 1947 would now cost it $42,635 

The increase in fares and in per diems means that travel in 1952 in the amount 
which was actually undertaken in 1947 would cost the Commission $165,960 a- 
compared with $117,451 in the prior year, an increase of $48,509. 


INCREASE IN SUPPLIES 


The Commission’s expenditures for supplies, material, and equipment in 1947 
were $40,965. The Commission estimates that, on the average, the prices 0! 
these items have increased by 25 percent since 1947. Accordingly, if purchases 


{ 


were made in the same volume in 1952, they would cost $51,205, an increase © 
$10,240. 
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19538 BUDGET REQUEST 


Senator Maysank. What did you ask the budget for? 

Mr. Mean. We asked for $6,437,235. 

Senator MaysBank. How much did they give you? 

Mr. Meap. They recommended $4,367,000. 

Senator Mayspank. How much cut was that? 

Mr. Meap. That was $2,070,235. 

Senator MaysBank. How much did the House cut you? 

Mr. Meap. The House allowed us $3,978,800, and that was a cut 
of $388,200. 

Senator MaypBank. I see here the main item required is for statu- 
tory pay increases. Did they cut you $947,500? 

Mr. Merap. That represengs the amount that has been required 
for statutory pay increases applicable to 1947 personnel. 

Senator MaysBank. That is the pay bill that passed last vear? 

Mr. GLENDENING. That includes all the pay acts since 1947, 

Senator MaysBank. All since 1947? 

Mr. GLENDENING. Yes, sir. 

Senator MayBank. How much was last year’s? 

Mr. Guenpenina. The actual cost to the Commission is $331,000. 
We were permitted to ask vou for $274,000 for fiscal vear 1952. 
That has now been reduced by 10 percent in the bill that is up for 
conference now, which would reduce it by an additional $27,400. 


PERSONNEL CUT 


Senator Maypank. For the record, forgetting about the Jensen 
amendment, if the House figure went through on your personnel 
pay, how many employees would you have to release that are now 
on the payroll? 

Mr. Mrap. Between 60 and 70. 

Senator Maypank. Of course, that three-hundred-and-some-odd 
thousand dollars could pay for the 60 and 70 you now have, provided 
you get no further increase, is that right? 

Mr. Meapb. That is right. 

Senator MaysBank. Could you give us the exact amount as you 
are Now operating? 

Mr. Mean. The exact amount of emovlovees or exact 

Senator MaysBank. No, the exact amount of each item, if vou con- 
tinue to operate as vou are operating today. 1 am trving to get how 
much the House has reduced you below what vou need today. 

Mr. Mean. The House has reduced us $388,200 below what we are 
doing today. 

Senator Rorertrson. That is the committee report and that was the 
figure accepted by the House? 

Mr. Merap. That is right. 

Senator Mayspank. You are behind in your work, according to your 
letter to me. 

FUR PRODUCTS LABELING ACT 


Mr. Mrap. Yes; we are considerably behind in your work for the 
reason that the Congress has enacted legislation that tremendously 
adds to our problem. For instance, the Fur Products Labeling Act 
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of August 8, 1951, was a mandatory request that we initiate hearings 
immediately for the production of a Fur Products Name Guide and 
that we initiate through hearings and conferences rules and regulations 
for the enforcement of the act, for which we received no money at all. 


ANTIMERGER LAW 


Then we had the new antimerger legislation passed by Congress on 
December 29, 1950. The mergers that are before us run into the 
hundreds; but, with no new employees, as a result of the appropriation, 
we are trying to do the work with the employees that we have for other 
purposes. 

Senator Maypank. Have any of the other purposes that you have 
had in the past been done away with or go you still have those? 


DEFENSE PRODUCTION ACT 


Mr. Merap. We still have them all. In addition to that, we have 
in the Defense Production Act of 1950 functions which under section 
708 make it mandatory for us to consider and clear voluntary industry 
agreements and programs as to investigations to be made by the 
Attorney General for the purpose of determining, according to the Con- 
gress and the President, factors which may te ‘nd to eliminate compe- 
tition, create or strengthen monopoly, injure small business, or other- 
wise promote undue concentration of economic power in the defense 
mobilization. 

This work that comes to us as a result of the Defense Act is very 
voluminous and it is imposing upon the other work that we were doing 
for which we received some money, but for which we are receiving no 
money for this particularly 1 new task. So, with the Fur Products 
Labeling Act, with the new antimerger legislation, with the National 
Defense Production Act and the mandate from the President supple- 
menting the authority in the National Defense Act, we have more 
duties assigned to us by Congress but we have less money, fewer 
employees, figuring the comparative value of money, than we had in 
1941, 

SMALL BUSINESS 


Senator Roperrson. Yesterday we had much discussion on the 
floor of the Senate about the need to help small business. Who 
handles the most antimonopoly cases that affect small businesses, 
the Justice Department or the Rader al Trade Commission? 

Mr. Meap. I think we are the preventive agency. We try to in- 
vestigate unfair practices in their incipiency and attempt to prevent 
them. After a case is a case and requires action, particularly criminal 
action, then the Antitrust Division comes in, but we are the police- 
men, as it were, that are attempting to prevent illegal acts and 
developments that may injure small business. 

Senator Ropertrson. Has the widespread use of what is called 
sleeping pills, which the Congress has since outlawed, increased your 
activities in preventing violations of that law? 

Mr. Mrap. I do not know. 

Senator Rosperrson. You had a case of some patent medicine that 
is supposed to help arthritis and which apparently carried a drug 
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that is normally in some type of sleeping pill, and a great many 
people were taking it and liked it, and it was making them feel better. 
You required that. company to suspend operations until you could see 
whether or not it was putting out a proprietary remedy that included 
the ingredient that Congress had outlawed. 

Commissioner SPINGARN. Senator, I think the functions that vou 
are talking about were vested in the Food and Drug Administration 
with respect to sleeping pills. We would have jurisdiction over sleep- 
ing pills only with respect to their advertising—the extent to which 
their advertising was false and misleading. But, as far as the actual 
standards, quality, and labeling of the product, that would fall under 
the Food and Drug Administration. 

Mr. Mean. It is our business to prohibit false advertising of a drug 
but questions as to labeling and whether the ingredients are fit for 
human consumption are the responsibility of the Food and Drug 
Administration, 

RESTORATION REQUESTED 


Senator Ropertson. Mr. Chairman, suppose you outline to us how 
much of this restoration of | $388,200 is necessary to meet the pay 
increases Which Congress has passed. 

Mr. Meap. I will let the man that handles our budget answer that. 

Senator Ropertson. The House report says (reading): 

The committee has required the absorption in 1953 of the full amount of the 
pay-act funds requested for this purpose in 1952. 

Mr. GLENDENING. The cost of the pay act is $331,000. The 
Bureau of the Budget required in our 1953 request that we absorb a 
portion of that, and there is $276,000 included in the 1953 figures for 
actual pay-act money, but the cost will be $331,000. 

Senator Ropertson. Then you will, even if you get this full amount 
restored, absorb some of it? 

Mr. GLENDENING. Yes; we will be required to absorb some of it. 

Mr. Mrap. The history of the last pay raise, as I recall it—and, 
of course, I cannot keep track of the real frac tional figures—was that 
when Congress passed the pay act the House, by specific vote, in- 
structed us not to absorb any of it. Later the budget required us to 
absorb $57,000 of it in 1952, and in the deficiency appropriation, now 
that we are coming to the last quarter of the year, the House asked 
us to absorb $27,400 additional. The absorption was so great in 
such a small agency that in discussing it with our budget officer I 
said, ‘What would happen if somebody with a large amount of 
accumulated leave would resign?’ He said, *“The chances are we 
might have to raise the money ourselves. We are so close to the 
cushion on that that we probably could not absorb that unless we 
dismissed some other employee.”’ 


CONTROL OF FALSE ADVERTISING 


Commissioner SprnGARN. Senator Robertson, in view of your 
statement about the sleeping pills perhaps you would be interested in 
another drug case we took action on recently. That involved Imdrin 
which was advertised as an effective treatment for arthritis and rheu- 
matism and other maladies and which had a sales volume of millions 


95711—52——-25 





384 INDEPENDENT OFFICES APPROPRIATIONS, 1953 





of dollars a year. Actually it contained nothing but the drugs tha: 
are in aspirin and cost about six times as much, and it gave no more 
than temporary relief from pain. We proceeded against them, an 
while our case was still pending i in the Commission, we decided to go 
in and seek a court injunction against their false advertising before 
we actually completed our case. We did this because of the serious 
hazard to public health involved in continuing to advertise somethine 
as an effective treatment for major diseases when it is no such thing 
We were defeated in the lower Federal court, not on the grounds that 
our case was bad but on the theory the court could not decide unti| 
it had heard all the evidence, and they just did not want to hear and 
decide it at that time. 

At that point the company took full-page ads claiming that this 
adverse decision we had received was a complete vindication of al! 
their claims for their product. We appealed our application for 
injunction to the court of appeals, which after considering briefs and 
oral arguments reversed the district court which, thereupon, granted 
the injunction. We also asked the Department of Justice to prosecute 
them criminally for this ad I speak of, which was a vicious thing, really. 
And the company pleaded nolo contendere and were convicted and 
fined. 

Senator Roperrson. Then Mr. Gabriel Heatter is no longer saying 
over the air what a wonderful product it is? 

Commissioner SPINGARN. Perhaps so. But I hope he is not violat- 
ing the prohibitions of the injunction we obtained by claiming that 
Imdrin is good for anything more than temporary relief from pain 
If he were in violation of that injunction, he—or in any event his 
employers—would find themselves in serious trouble. 


DIVISION OF EXPORT TRADE 


Senator Ropertrson. How about this $45,000 that the House said 
was not necessary for your Division of Export Trade? They said: 

The committee requests the Commission to consider suspension of this opera- 
tion during the pending emergency. 

Will vou comment on that? 

Mr. Mrap. With reference to the export trade operation, we must 
remember that we have a definite law which passed the House and 
the Senate and was signed by the President and which places the 
responsibility in time of war or in time of peace upon the Federal 
Trade Commission. Now, the question as to whether or not we 
should by reason of the action of a committee of the House or Senate 
legislative, appropriation, or special, suspend the responsibilities o! 
carrying out the mandate of the complete Congress and the Executive, 
is one that troubles me, and I would like to have all the advice I can 
on that subject before we suspend the operation of a law that has not 
been modified, repealed, or amended except by the inclusion of 
sentence in a report. 

Now, we have about 50 export trade associations. Some of them 
are doing business at the present time. Complaints are received hy 
competitors that they are in violation of the law, but we have no 
money to carry out the mandate of the Congress, but we have the 
responsibility of the enactment of a law, and so the matter was put 
up to me, as Chairman of the Commission. I had already, before 
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the House committee took action, eliminated as many employees as I 
could in the Export Trade Association, and we saved approximately 
$24,170 in that agency. 

PERSONNEL 


I am very much interested in receiving further instruction before I 
eliminate it all together. About all we have there now is a lawyer, 
a stenographer, and a secretary. 

Senator Maysank. How much money would that take to keep 
that going? 

Mr. Mean. The total cost now is $19,880. The savings that we 
effected before the House committee took action was approximately 
$25,000. 

Senator Ropertson, I grant you that it would have been a more 
satisfactory approach if the House Appropriations Committee, in- 
stead of telling you to suspend operations during the emergency, had 
written a paragraph i in its bill saying that the operations of the Webb- 
Pomerene Act are hereby suspended for the duration of the current 
emergency, then you would know what was what. 

Mr. Merap. Sure, we are in a dilemma. 

Senator Ropertson. We can put that in a bill. 

Senator Maysank. We cannot legislate over here. 

Mr. Mean. In view of the fact that we reduced force and effected 
a savings of $25,000, the remaining force, namely, three people, costs 
$19,880. 

Senator Maysrank. What do they do, receive complaints? 

Mr. Merap. They receive complaints. They are in the adminis- 
tration of the law work. They receive the complaints. 

Senator Maysank. What do they do about them? 


PERSONNEL REDUCTION 


Mr. Mean. The Director of the Bureau of Antimonopoly can 
designate some field investigation here and there in accordance with 
the workload he has on hand and the personnel available. But 
talking about personnel, we have already laid off 15 of our regular 
employees. In our 1953 request we asked for no increase over 1952 
level of operations, and yet with the reduction in force, with the 
Defense Act, the Fur Labeling Act and the Antimerger Act there 
should have been a substantial increase over the 1952 level. 

Senator Mayspank. You asked the budget for that and the budget 
did not give it to you? 

Mr. Mrap. They gave us considerably above what the House gave 
us. . 

Senator MAYBANK. I understand that. Now, vou know, Senator, 
what conferences are and vou know what we were up against last vear 
on this committee peel we went to conference. We did not even 
have a conference last vear. The conference broke up after a week or 
so, if you will recall, anv we went back again to conference. This is 
a bill that a lot of people shoot at more than the other. [do not mean 
vour Federal Trade Commission particularly but the whole bill. 

Senator Rosertson. The independent offices bill. 

Senator MAYBANK. Suppose you sum up in a short statement the 
least possible you could get by with if we should put it in here, because 
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you must realize if we put it in here we will have to get the House to 
agree in conference. If we can get down to rock bottom, do away 
with all frills, tell us very frankly, as you always do, the exact minimum 
amount for the record to be put back in by the Senate. 


TOTAL INDEPENDENT OFFICES APPROPRIATIONS 


Senator Rospertson. Before he answers that, I think it would be 
pertinent to put in the record at this point the total that is in this 
bill. How much is it? 

Senator MaysBank. $6,240,000,000. 

Senator Ropertson. The House has cut the budget estimate by 
what total? 

Senator Maysank. $700 million. 

Senator Rosertson. In other words, the biggest bill we will have 
outside of the military bill. This is the one where if we come up with 
increases above the House we have to be full-handed with proof. 

Mr. Mean. In view of the fact we have already laid off 15 
people—— 

Senator Maysank. That is just one agency. 

Mr. Meap. No, that is the Federal Trade Commission as a whole. 
In view of the fact we have reduced our force by 15 already 

Senator Maysanx. What is your force? 

% 
FURTHER DISCUSSION ON PERSONNEL REDUCTION 





Mr. Meap. A little less than 700. Today it is 676. 

Senator Maysank. That is what it was in ’41 you said. 

Mr. Meap. We had 692 on January 1, 1941, and a few months 
before, late in 1940, we had 740 employees. 

Senator Mayspank. You are already below 1941? 

Mr. Meap. That is right. 

Senator Maysank. The House put you down way below 1951? 

Mr. Mean. That is right. In view of the fact we have cut our 
force 15 already and we will have to cut 60 or 70 more if the House 
view prevails, and due to the fact we will have to meet our respon- 
sibility due to the acts of Congress, the Fur Labeling Act and the 
National Defense Act, which give us immensely more work to do, I 
would have to ask, Mr. Chairman, that the full amount of $388,200 
be restored. If this were done we would only be able to carry on our 
work as of the 1947 level or the 1941 level. 

A reduction of the present appropriation by $388,000 as proposed by 
the House would eliminate the increases that have become available 
since 1947 for work on mergers and for other antimonopoly case work. 
It would set the Commission back to an operating level approximating 
that of 1947 and below that of 1941. Now then I would like to recom- 
mend the restoration of the House cut. 

Senator Maysank. When you say restoration of the House cut, the 
principal House cut was the increase that the Congress itself voted 
in salary increases; is that right? 

Mr. Meap. Approximately that. 
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REDUCTION IN EXPORT TRADE DIVISION 


Senator Ropertson. I understand that Mr. Mead told us he was 
not spending but $19,000-plus on this export trade unit and there is 
$25,000 in here for that. 

Mr. Meap. That was all considered in our budget requirements, 
and that was all presented to the House. We cannot take that cut 
now because that was effected before the House acted. That is a 
saving we made. We made a great many savings down there that | 
am familiar with. 

Senator MaysBank. Will you put them on the record? 

Mr. Meap. We had 16 trial examiners when I became chairman. 
For instance, we reduced it to nine. We saved as a result of that re- 
duction approximately $10,000 apiece, $70,000. We have reduced 
our export trade division by $25,000. 

Senator MayBank. From 45 to 25? 

Mr. Mrap. Yes. We have reorganized a number of bureaus and 
eliminated top echelon representatives. 

Senator Maynank. How many of those would there be? 

Mr. Mrap. For instance, in the antideceptive practices we elimi- 
nated one of the top units and consolidated two. Just recently we 
reorganized the administrative division and eliminated one of the top 
units by consolidating two. 

Senator Rospertson. Let me ask you this question. Maybe I do 
not understand the language of the House bill. If you have your 
export trade bureau down to $20,000, you would not need $45,000 
for it, and is that $45,000 just included as a portion of the total cut 
without leveling on the exact item for this one activity? 

Mr. Meap. You see, in our reductions which take place adminis- 
tratively and before in this case the House acted, we just reserved 
any savings that result from our economies for other functions in the 
Commission and in doing so we have to lay off a lesser number of 
people. If we did not make those savings, we would have to have 
laid off more than 15 people, but we are screening, we had a meeting 
yesterday of the heads of the various bureaus and we discussed savings 
so as to reduce the number of people we will have to dismiss. 

Senator Rosertson. I understand that, but what is in the budget 
estimate for this particular activity? Is that $45,000? 

Mr. Mrap. Yes. That was in the budget estimate. 

Senator Ronertson. But it actually cost this year $20,000, so you 
will not need $45,000. 


EFFECT OF HOUSE CUT 


Mr. Mean. But the budget cut us $2,070,235, so they wiped off all 
semblances of estimates. 
esa Mayank. You are going to put the $25,000 somewhere 
else? 

Mr. Mrap. We have done that, and by doing that we don’t have 
to lay off 17 or 18 people. We only had to lay off 15 people. That is 
water over the dam. If we are called now to take a $25,000 cut 
because we made a saving last year instead of laying off 60 to 70 
people we will probably have to lay off 65 to 75 people. In other 
words, we are right down to rock bottom. 
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Senator Maysank. If you get this money you are asking for, 
$388,000, you can carry on as you are carrying on as of today? 

Mr. Mzap. Yes, we will carry on as we did in 1952 with 15 fewer 
employees. We will have to reduce our personnel by 60 or 70 addi- 
tional if the reduction is not restored. 

Senator MaysBank. But you will carry on just the same? 

Mr. Meap. Yes, insofar as funds permit. 

Senator Mayspank. You have more work to do by act of Congress? 


MERGER CASES 


Mr. Merap. I would like to ask Mr. Sheehy how many merger 
cases we have before us. 

Mr. Sueeny. We have slightly more than 300 actually in some form 
of investigation and they were sifted out of close to 800 mergers 
that we have done some work on, some office work. 

Mr. Mrap. How many mergers as a result of this law are we able, 
with the personnel we now have, to really process and bring to a 
conclusion, how many would you say are real active investigations? 

Mr. Sueeny. At the present time there are about 100 in the course 
of active investigation. That does not mean that are now in the 
field. Because of the shortage of funds, we are attempting to do as 
much work as we can possibly do by sending questionnaires to the 
companies involved in these mergers. We are developing all the 
background material in that way down to the point where we are 
obliged to develop information as to the adverse effect on competition. 
Then we have to go in the field. 

Mr. Meap. In other words, Mr. Chairman, we are in the mail- 
order business where we cought to have somebody with the prestige 
and the authority of the Federal Trade Commission call on an appro- 
priate personnel at the office of the merging corporation. We write 
him a letter because we do not have funds to do otherwise. And yet 
we have that law and one of the committees of the Congress is ver) 
insistent that we become active in its enforcement, but we will not be 
able to because the $388,200 cut cuts us so far below the level of 1952 
that we will be back where we were in 1941. 


TRAVEL EXPENSES 


Now, there is one other significant matter, and I think this could 
be done without any increase or decrease, and that is the curtailment 
of the travel funds. They have reduced our travel funds between 
30 and 40 percent while leveling a 10-percent across-the-board cut on 
the other activities of the Commission. Now we are not like some 
agencies of the Government. Our lawyers, a great many of them, are 
investigators, doing investigating work, doing it under the rules laid 
down by the Congress. We therefore have these trials, mostly in the 
field, the trial examiner and the attorney hold them in several different 
cities. Under the rules we are not required to force people to trave! 
over 100 miles. We like to live up to that rule. So therefore, our 
trials are held all over the United States. 

But in preparation of the trial we have to send out lawyers to 
to investigate all these cases. So the home work is done here. ‘The 
reviewing of the cases is done here. But we are to a large extent an 
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investigative body and we must therefore travel. It probably would 
be more expensive if we required all the people that are involved in 
cases to come from distant points to the Federal Trade Commission 
and the complaints that you would hear and we would hear would be 
more voluminous. However, the House, while cutting us 10 percent 
across-the-board, cut the travel 30 or 40 percent. I forget the exact 
figure. But in addition to that, they specified that only $126,470 
would be available for travel. Now, - - rate of expenditure for the 
first 8 months of the current fiscal year, the Commission will be re- 
quired to fully expend its current alloc alia of $180,000 for travel. 

Now then, if we can only use $126,470 for travel, we must notify 
these lawyers who are doing the investigating work that they will have 
to do it by writing letters or some other way. We will have to tell 
the trial examiners and the attorneys prosecuting the complaint that 
they will have to force these people to come to Washington, and yet 
we cannot do that under the rule. 

really do not know what we will do, but what we probably will 
have to do is to have the trial examiners and these attorneys that do 
the investigating work in the field or do the work in presenting the 
cases to the trial examiners, just wait until we get some money because 
we are cramped, we cannot use any more than that. If the restriction 
were taken off and if we could use the funds as they were vitally 
necessary, we could function much better and more efficiently. It 
may take more than $126,470 for travel, but if we use more for travel, 
it means we would get more out of the personnel that we will have left 
after the 15 we have already reduced and the cuts we may be forced 
to make as a result of this appropriations bill. 

Senator Roprertrson. Did you explain all these details to the House 
committee before they cut you this way? 

Mr. Map. Yes. We had the delegation that is here up the re, and 
we told them what we required. Of course, we were not there in the 
executive session when they did these things. 

Senator Ropertrson. I understand. But you have given us a very 
voluminous analysis entitled, “Justification of Estimates of Appro- 
priation.”’” Was that material submitted to the House? 

Mr. Mean. Yes. 

Senator Ropertson. And still they cut you? 

Mr. Map. It is possible that we did not foresee the cut, nor did 
we know what they would do in executive session, so we could not 

cive them the explanation we are giving you now, but we told them in 
our justification that we required this money and that we hoped that 
they would appropriate it for us. So we are more or less in a dilemma 
because right now there are at least two or three committees in- 
sisting upon our telling them what we are doing to enforce the legisla- 
tion, to prevent the erowth of monopoly, 

Senator MayBank. What committees? 

Mr. Mrap. There is a committee on protection of the consumer. 
| do not know the exact name. Then there is the Small Business 
Committee, a subcommittee of the Small Business Committee. We 
are not asking those committees to give us any funds. 

Senator MayBank. But they should know the situation, that you 
no not have the funds from the Appropriations Committee and there- 
fore you can not carry out their wishes. 
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Mr. Meap. We are telling them we are doing the best we can with 
the material at hand. Sometimes they express disappointment. ‘That 
is perfectly all right, we are willing to go along with the money which 
the Congress provides for us. _We would like to have these disarming 
provisions such as the one with respect to our travel allowance made 
more elastic. It would not cost any money to make it more elastic. 
I think it would result in more efficiency. We might spend a little 
more for travel, but we might save a little more in some other function 
of the Commission. 

Commissioner SpINGARN. Mr. Chairman, I wonder if I could make 
a brief statement. 

Senator Maynank. Yes; make it as brief as you can for the reason 
that we have another group to hear before 12 o’clock. 


PERSONNEL HISTORY OF COMMISSION 


Commissioner SPINGARN. In 1918 the Commission had 698 em- 
ployees, in 1941 it had 692. ‘Today it has 676, and if you put this 
cut in effect which the House imposed on us we will have to reduce 
to around the 610 level, well over 10 percent less than 1918 or 1941. 
At the same time the Congress has imposed one new statutory function 
after another on the Commission down through the years. The 
chairman has mentioned a few. Moreover, the business and indus- 
trial community, whose unfair competitive practices we must police, 
has grown enormously since we set up shop. 

Senator Maysank. For the record, I would like to get a list of all 
these new functions. 

Mr. Mean. I have that here. 

Senator MaysBank. Without objection, I would like to have that 
placed in the record at this point. 

(The list referred to follows: ) 


New LEeEGIsLtatTIOn IMPposING ADDITIONAL DuTIES ON FEDERAL TRADE 
CoMMISSION 


(1) The Fur Products Labeling Act was approved on August 8, 1951, to be 
administered and enforced by the Federal Trade Commission. The act becomes 
effective August 8, 1952, but provides that during the year prior to the effective 
date the Commission shall establish a Fur Products Name Guide and the rules 
and regulations for the operation of the new law. These duties have imposed a 
large volume of work upon the Commission during the present fiscal year and 
during the next fiscal year from and after August 8, 1952, the full duty of adminis- 
tration and enforcement of this legislation will fall upon the Commission. How- 
ever, the appropriation as passed by the House provides no funds for these 
additional duties. 

This legislation is of most constructive and far-reaching character, designed 
to protect the buying public throughout the United States against fraud and 
deception in the sale of garments and other fur products, and protect our fur 
farming industry as well as scrupulous manufacturers and merchants against 
the destructive and harmful competition resulting from the improper naming 
and advertising of fur products. 

(2) New antimerger legislation was passed by Congress and approved Decem- 
ber 29, 1950, prohibiting the merger of corporations through the purchase of the 
stock or assets of competitors where the effect of such acquisition may be sub- 
stantially to lessen competition or to tend to create a monopoly in any line of 
commerce in any section of the country. The antimerger legislation is of vital 
character in the work of maintaining our free competitive enterprise system. 
Its enforcement is especially needed in this period when mergers of competing 
corporations are taking place at an unprecedented rate; when as now the con- 
centration of economic power in the hands of large concerns is proceeding apace; 
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and when the very life and continued operation of small businesses are being 
threatened as never before. While full enforcement of this newly enacted legis- 
lation is needed as never before, we nevertheless find ourselves in a situation where 
the necessary funds for carrying out the congressional mandate have been so 
reduced and limited as to render enforcement impotent with respect to the vast 
majority of mergers which are taking place with destructive effects on small 
business and on competition generally. 

(3) Sinee the establishment of the Commission and the fixing of its basie 
functions under the Federal Trade Commission Act and the Clayton Act of 1914 
there has been a constant enlargement of the work of the Commission through 
additional legislation without commensurate expansion of its staff to carry on 
the work involved. 

In 1914 the Commission’s functions were basically charted by two statutes, 
namely, the Federal Trade Commission Act and the Clayton Act. Today the 
Commission draws its enforcement duties from no less than 10 statutes all of 
which have been passed by Congress in pursuit of the national policy of protecting 
free competitive enterprise as the keystone of our American economic system. 
Among the subsequent statutes which added greatly to the basic functions of the 
Commission may be mentioned the following: 

(a) The Robinson-Patman Act covering the vast field of discriminations in 
price, service and facilities furnished in the marketing of commodities in interstate 
commerce. 

(b) The Wheeler-Lea Act, extending the duties of the Commission to the pre- 
vention of unfair and deceptive acts and practices in commerce, including the 
specially provided duty in prevention of the dissemination of false and deceptive 
advertising of food products, drugs, cosmeties and curative devices, as a supple- 
ment to the functions of preventing unfair methods of competition in commerce 
of all types of commodities as specified in the original FTC Act. 

(c) The Wool Products Labeling Act to protect producers, manufacturers, 
distributors and consumers from the unrevealed presence of substitutes and 
mixtures in manufactured wool products. 

(d) The new Fur Products Labeling Act mentioned elsewhere. 

(e) The Lanham Trade-Mark Act respecting cancellation of illegal or deceptive 
mark, 

(f) Public Law 15 by which the Federal Trade Commission and Clayton Acts 
were extended to the business of insurance to the extent not regulated by State 
law. 

(4) The Defense Production Act of 1950 assigns still further functions to the 
Federal Trade Commission under section 708. These relate to antitrust clearance 
of voluntary industry agreements and programs and to investigations to be made 
for the Attorney General for the purpose of determining and reporting to Congress 
and the President the factors which may tend to eliminate competition, create or 
strengthen monopolies, injure small business or otherwise promote undue con- 
centration of economie power in the course of defense mobilization. While these 
duties devolving upon the Commission are of vital character, the Commission 
has received no funds for the work. They constitute an added function, the cost 
of which the Commission has also had to absorb with the effect of reducing its 
over-all resources available for carrying out the laws committed to the Commis- 
s10n, 


EFFECT OF MONOPOLY ON SMALL BUSINESS 


Commissioner Sprincarn. The most important of these new fune- 
tions the chairman has mentioned. That is the Antimerger Act 
which the Congress passed in 1950. That is probably the most 
important antimonopoly act that has been passed since 1914. 

In other words, we are faced with the situation today where we 
have less than $200,000 to enforce this important act with and you 
might say that even that is being wiped out if the House action in 
cutting us $388,200 goes through. Believe it or not, corporate mergers 
have increased heavily since the act became law December 29, 1950. 
In December 1950 they were at the rate of 200 a year. Within the 
next 6 months they went up to a rate of about 750 a vear. That is 
about the rate at which they are merging now. We didn’t get any 
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money to enforce the act till the fall of 1951 and then it was much 
too little. It still is. So it would appear that quite a few people 
have been racing to push through mergers before our Commission 
is armed with enough money and personnel to deal with them. So 
I think it is very important that the Commission have enough funds 
with which to adequately enforce that tremendously important Anti- 
monopoly Act which Congress has so recently passed. 

Yesterday the Senate Small Business Committee opened hearings 
which I understand are going to last for quite a long time. The 
subject is the effect of monopoly on small business. They asked us to 
tip off the hearings, and we did so by presenting a report which | 
would like to leave with this committee, documeating the effect of 
monopolistic practices on small business based on our cases and 
experience. I think this report wil] give you a very graphic picture 
of the unfair and predatory practices that we are proceeding against 
and what they do to small business. Actually we are the primary 
small business protector you might say, in the field. The Depart: 
ment of Justice hits them high and we hit them low, if you like, 
although we hit pretty high, too. I believe it would be a tragedy for 
small and independent business if our Commission were devitalized 
by inadequate funds, and in my opinion our appropriations are 
below the danger point now. 

I have been in the Government going on 18 years and I have not 
yet seen an agency so starved for funds as the Federal Trade Com. 
mission. Let me give one homely example. Mest agencies that | 
have been in when a professional man gets up around the $6,000 
level in salary, he either gets a stenographer or at least he shares one 
with somebody else. Virtually nobody in the Trade Commission 
who is under the $9,000 a year level has a stenographer, and not all of 
those. The result is that they all have to use a stenographie pool 
A lawyer often has to wait several days to get a girl and perhaps 
several days after he has gotten her before she transcribes his work 
One result is that many of our lawyers have typewriters and they 
pound out their briefs and memoranda on typewriters, which seems to 
me a sad waste of the time of valuable personnel. 

Senator MayBank. Thank you, Mr. Spingarn. Is there anything 
further for the record? 

Mr. Mean. I would just like to leave the thought with you that if 
we had a little more elasticity insofar as the restrictions on travel are 
concerned, we could function much better as a complete unit. That 
is about all I have to say. 

| have copies here, Mr. Chairman, of the report we made to the 
Small Business Committee. 

Senator MaysBank. Thank you. We thank you gentlemen for 
your appearance. 

Mr. Mrap. We thank you for your patience. 
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SUBVERSIVE ACTIVITIES CONTROL BOARD 
SALARIES AND EXPENSES 
STATEMENT OF PETER CAMPBELL BROWN, CHAIRMAN 
RECOMMEND ACTION ON HOUSE CUT 


Senator MayBank. The Subversive Activities. 

Senator Rosertson. Before these witnesses testify, | think we 
might shorten the hearings by referring to the fact that the ac ting 
chairman wrote you on Mare h 19 that he would have no more testi- 
mony to offer to this committee than was offered to the House com- 
mittee, which appears commencing on page 323 of the House hearings. 

He said in the last paragraph of his lett + that the Control Board 
could not estimate what the workload wa oii to be and concludes 
by saying: 


Therefore, the best solution may be to accept the amount reported out by the 
House committee, and if the larger workload does develop, present to the Congress 
a request for supplemental funds. 


Senator Mayspank. Without objection [ will put the letter of March 
19, 1952, in the record. 
(The letter referred to follows:) 


SUBVERSIVE Activities ConrrRoL Boarp 
Washington, D. C., March 19, 1952. 
Hon. Burnet R. MayBAnk, 
Chairman, Subcommittee in Charge of the Independent Offices Appropriat 
Bill, 1953, United States Senate, Washington, D. C. 

My Dear Mr. CuatrMan: I am happy to reply to your letter of March 18 
1952, regarding the 1953 budget estimate of the Subversive Activities Control 
Board. 

In the budget submitted to the House of Representatives, we included our 
best estimate of the probable work load for 1953. The House Subcommittee on 
Independent Offices, in its report on the bill, indicates its doubt as to whether this 
izable work load will be forthcoming, and for this reason a substantial reduction 
vas included in the bill for this Board. 

The work load of this Board depends entirely upon the number of petitions 
filed by the Attorney General in accordance with the Subversive Activities 
Control Act of 1950. The estimates included in our budget are based on data 
submitted to us by the Department of Justice. We relied upon that data. The 
House report questions whether the work load in 1953 ‘‘will approach that con- 
templated in the budget submission.” 

We have no new proof or data beyond that submitted to the House committee, 
Therefore the best solution may be to accept the amount reported out by the House 
committee, and if the larger workload does develop, present to the Congress a 
request for supplemental funds. 

Sincerely yours, 


Oh 


Perer CAMPBELL Brown, Acting Chairman. 


WORKLOAD 


Senator Mayspank. We thought you might have different ideas 
since March 19 as to your workload. Have there been any changes? 
Of course you do not know what the workload will be, but is there 
any change in the estimate since that time? 

Mr. Brown. I believe I could not earmark the situation much 
more definitely. As the chairman knows, we are in a peculiar position 
as far as saying what the future might hold in store. I therefore 
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agree that there is little that I can add to the testimony which we 
presented to the House committee. 

What I would like to do if our demand increases, is to ask the 
Congress for supplemental funds at such a time as required. 

Senator Maysank. In all honesty and frankness you have told us 
that you are unable to make a certified estimate, that you are going 
to do the best you can with the House figures, and should you need 
some great increase that you will have to ask for supplemental appro- 
priation. Then when you do ask for one, they will not say at that 
time, ““‘Why do you request that now?” 

Senator SALTONSTALL. In substance, your Board gets its business 
from the Attorney General's office, and you are supposedly, and I hope 
actually, an independent board to decide these questions on their 
merit with the petition of the Government on one side and the defense 
of the group on the other side. 

Mr. Brown. Yes, and I can say, Senator, your hopes are justified, 
I believe, by the facts which clearly show that we are an independent 
agency. We think we have been impartial and we intend to continue 
0, not alone in conformance with our oath of office but as an obligation 
to our fellow countrymen. 

Senator SALTONSTALL. The appeals are made to the circuit court? 

Mr. Brown. Yes, sir. 

Senator Maysank. Thank you very much, Mr. Brown. 

Mr. Brown. Thank you. 


TAX COURT OF THE UNITED STATES 
SALARIES AND EXPENSES 
RECOMMENDED ACTION ON HOUSE CUT 


Senator Maysank. I will place in the record a letter from the Tax 
Court of the United States. It is not necessary to have them up. 
(The letter referred to follows:) 


Tue Tax Court oF THE UNITED STATES, 
Washington, D. C., March 21, 1952. 
Hon. Burnet R. MayBank, 
Chairman, Subcommittee on Independent 
Offices Appropriation Bill for 1953, 
United States Senate, Washington, D. C. 

My Dear Senator: In your letter of March 18, 1952, you requested to be 
advised whether this court would have any recommendations for change in its 
appropriation as proposed in the independent offices appropriation bill for the 
fiscal year 1953, as submitted to the House of Representatives. 

I am happy to advise you that at this time there appears to be no change to 
recommend to your subcommittee on the appropriation proposed for the Tax 
Court. In the appropriation bill, as submitted to the House, its Committee on 
Appropriations has included authorization for funds which are identical in the 
amount to those requested by the President in his budget submission. Assuming 
that the House acts favorably on the committee recommendation, the court would 
be provided with an appropriation adequate for its operation during the fiscal 
year 1953. 

It might be advisable to state at this time that the $900,000 appropriation pro- 
posed for the court for the next fiscal year is a minimum estimate for its needs; 
any reduction would place the court in a very difficult position in view of the 
increasingly heavy work burden being placed upon it. I am considerably alarmed 
at the proposals that have been voiced which would result in arbitrary percentage 
reduction in appropriations, thus limiting the ability of the court to maintain a 
full staff. You will recall that last year the needs of this court were recognized 
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and it was excluded from the effect of the percentage reductions that were voted 
by Congress. If similar action should recur which might restrict or limit the 
availability of funds in the appropriations for 1953, the court again will be com- 
pelled to request exemption from the effect of such provisions, 

Very truly yours, 
JoHn W. Kern, Chief Judge. 


Senator MAYBANK. The committee will recess until 10 a. m., 


tomorrow. 
(Whereupon, at 11:55 a. m., Thursday, April 24, 1952, 
mittee recessed until 10 a, m., Friday, April 25, 1952.) 


the com- 





